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THE OUTLOOK 


Mexico—The Money Market—New Investment Standards— 
The Prospect for Stocks 











RESIDENT WILSON’S call for the militia of all the states for service on 
the Mexican border emphasizes the troublesome nature of the situation 
there and brings home to the people in a more pronounced manner the 

seriousness of the responsibilities we must assume. 

The sentimental effect on the markets will necessarily be considerable. In 
spite of the general approval of preparedness, there has probably never been a 
time in our history. when the people, as a whole, were more anxious to avoid 
becoming involved in war. The European conflagration has been a terrible ob- 
ject lesson. The horrors of war have been more generally impressed upon the 
people than in any previous conflict. New methods of warfare have robbed 
war of nearly all its glories and have added enormously to its horrors. The 
wide circulation of the daily press, which has greatly increased the number of 
the reading public over_that in any previous war, and the vast number of war 
photographs and moving pictures, have left scarcely any one uninformed as to 
the real nature of war. The old pictures of the gallant general mounted upon 
a proud charger, waving his oneal and leading his men in the charge, have be- 
come sadly out of date. 


Public Sentiment as to Mexico 


[? may be expected, therefore, that the American public will continue to re- 

gard our Mexican tomplications with ill-concealed impatience. The Adminis- 
tration’s policy toward Mexico has resulted in continual vexation, heavy 
expense, and considerable loss of life, without accomplishing anything what- 
ever down to date. It is quite possible, certainly, that no other policy could have 
accomplished anything of importance, owing to the great difficulties of the sit- 
uation; but that is a point that many will overlook or forget. 

Since the stock market is in the long run made by public sentiment, it 
cannot be expected that the market will be unaffected by this state of mind. 
Conditions to the south of us must exercise a repressive influence. How great 
this influence will be must depend on developments from week to week. 

It is obvious, also, that the Government cannot go on increasing its already 
heavy expenditures in Mexico without exhausting its usual sources of income. 
We are, in fact, now approaching the season of the year when Government 
expenditures normally exceed its income, and if these expenses are to be 
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steadily increased by military operations and extended police duty along the 
border, even the larger customs receipts arising from our constantly growing 
imports may not be sufficient to avert a bond issue. And a bond issue would 
further reduce our dwindling supply of capital. 

Hence, the Mexican imbroglio may have a direct effect on the investment 
situation by way of the money market, as well as an indirect effect through 
public sentiment. 


Money Market Prospects 


[N our last issue we expressed the opinion that any further fall in New York 

Clearing-House excess reserves below the figure of $55,000,000 then reached 
was “likely to be postponed until fall at least.” The rebound was, in fact, imme- 
diate and excess reserves rose to $82,750,000 last Saturday. 

This rise in reserves has been due chiefly—though not entirely—to the reduc- 
tion of reserve requiremnts through the transfer of loans from ee York insti- 
tutions to banks outside of New York. The temporary rise in the call loan rate 
to 4 per cent and the more permanent hardening of the rates on time money 
and commercial paper to the extent of about one-half of one per cent, have had 
the effect of bringing the country institutions into the New York market as lend- 
ers, thus reducing the demand on the city banks and trust companies. 

Country banks are still abundantly supplied with reserves. The last Con- 
troller’s statement showed that on May 1 all National banks in the U. S. had 
$869,000,000 excess reserves, of which approximately $800,000,000 was held out- 
side of New York City. The per cent of reserves held by banks in reserve cities 
outside of New York, Chicago and St. Louis was 25.15 against a legal require- 
ment of 15 per cent; and in country banks 26.64 against requirements of only 
12 per cent. , 

Although the change since —_ 1 has been in the direction of smaller 
reserves, the country as a whole still has abundant reserve strength. Neverthe- 
less, this has not prevented a general hardening of money rates not only in New 
York, but in other great commercial centers as well. 

This is due to the ema of reserves recently mentioned by Paul M. 
Warburg of the Federal Reserve Board. Of the total excess reserves outside 
New York, it is probable that not much over $100,000,000 now consists of actual 
cash. The rest is composed of deposits in other banks or uncollected items in 
transit—the “float.” 

The Federal Reserve law provides for the end of this double service of 
reserves Nov. 16, 1917, and bankers generally appreciate the undesirability of 
allowing loans to absorb the whole of their reserves as now figured. This feel- 
ing has resulted in the curbing of loans to such an extent that the banks of the 
country as a whole still retain abundant lending power. The unsettled condi- 
tions growing out of the war have also added to the natural conservatism of 
bankers. 

Money rates for a year and a-half have been abnormally low and there is 
now a prospect for a gradual hardening of the money market, but it is not to 
be expected that-this can make much pro during the summer season. 
Autumn will bring the real test, but in view of the big reserves of country banks 
and the provision of the Federal Reserve law for the issue of bank notes based 
on commercial paper as soon as rates are high enough to make it profitable, 
there seems to be no possibility of high money rates. 


Stocks and Money 


AS to the exact relations between the stock market and the money rate during 
the remainder of 1916 there must be some doubt, for there are two new 
elements in the problem—the war and the new banking law. 
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It is clear, for example, that the war is preventing investors from measur- 
ing stock values, as compared with money, by the same standards as prevailed 
before hostilities began. For over a year we have enjoyed a three per cent money 
market, while dividend returns on many high-grade stocks have been five or six 
per cent. Under normal conditions this would certainly have resulted in a large 
transfer of funds from bank deposits to good securities, thus raising the money 
rate and reducing the yield on stocks. But investors have refused to make this 
transfer on any large scale, chiefly because of doubts as to the permanency of 
our “war prosperity,” and fears as to the final effects of the big demands on 
capital resulting from the war. They have set up for themselves new standards 
for the dividend return that should be required on investments in standard 
securities—not to mention the “war babies.” 

The relatively large returns on foreign bonds have also led investors to insist 
upon better interest returns on their home investments. The recent $50,000,000 
Russian loan, for example, will yield the holders of these bonds a minimum of 
6% and a maximum of 8 or more per cent. Most American investors prefer to 
avoid participating in Russian loans. Nevertheless, their views as to the interest 
return they should get on other investments are affected by the knowledge that 
such high rates are being paid by the great European nations. 

Investors also recognize the fact that the extreme ease of money under the 
new bank law must be temporary and that the money rate, therefore, does not 
afford a correct measure of investment values at this time. The great reduction 
in reserve requirements has created a temporary redundancy of credit, which is 
being absorbed into the business of the country. 

The investor is judging stock values by the money rates that are likely to 


prevail after the new system is fully in operation, and under peace conditions. 
There can be no doubt that he will continue to base his judgment on the same 
foundation, rather than on conditions that we all recognize must prove 
temporary. 


The Future of the Market 


OR the reasons mentioned above stocks do not respond to low money rates 
or to big earnings as they would do if these conditions were normal, instead 
of growing out of an entirely abnormal banking and industrial situation. 
The more conservative class of investors have all along regarded our big war 
speculation with a doubtful eye, and many of them have seized the opportunity 
to get out of securities which they had been carrying for years, and in some cases 
with only a slight hope of realizing for them the prices originally paid. 
There has also been steady foreign selling and it is clear that this must con- 
tinue. For example, it is announced that the amount of Pennsylvania stock now 
held abroad is 12 per cent. of the total outstanding, against 15 per cent. before 
the war. Most of this, of course, is held in England. If this is anything an index 
to the general situation, there are plenty more of our stocks to come forward. 
en the investor sells, somebody must buy—and that somebody is the 
speculator. The volume of stocks carried by commission houses is known to be 
heavier than for years past. The fact was recently brought out in these columns 
that fifty per cent. of the total of Steel common outstanding is now in the broker- 
age houses. From our point of view, this is not a situation to encourage general 


investment buying. 











How Shall I Invest My July Dividends? 


Different Classes of Securities— Bonds Versus Stocks— The 
Advantages of Short-Term Investments — Commercial 
Paper—Real Estate Mortgages—Institutions. 





By ERNEST P. WILLIAMS 








T would be considerably easier just 
now to tell you how not to invest 
your July dividends. 

The “war stocks,” for example, have 
had a most extraordinary rise and a 
great number of speculators are “loaded” 
with them. It is both too late and too 
early to invest in these issues—too late 
to catch the war rise and too early to 
buy them on their peace prospects. 

The automobile issues have been bulled 
beyond reason. The motor industry is 
going a pace that cannot be permanently 
maintained. After a slow-down and a 
reaction in prices many of these stocks 
will again be a good purchase, but not 
now. This applies more strongly to the 
companies whose business is the manufac- 
ture of pleasure cars than to the truck 
companies, for a lot of people are buy- 
ing pleasure cars who cannot afford them, 
while the motor truck is a business prop- 
osition; but I would prefer to avoid all 
the motor stocks for the present. 

The iron and steel trade is operating 
at capacity everywhere, and there never 
has yet been a time when this business 
was at its maximum that the stocks of 
the iron and steel companies were at the 
same time a purchase. The time to buy 
these stocks is when they are down. It 
is a fluctuating business—first a feast and 
then a famine. There is no sense in buy- 
ing the stocks for investment during the 
feast period for that is just when they 
are likely to be highest. 

The copper stocks may merit some at- 
tention by the speculator, for they do not 
appear to have fully responded to their 
big earnings, present and prospective, but 
I don’t believe this is a good time for the 
investor to take hold of them. There can 
be no question that they are now high, 
even though they might go still higher— 
and of course the investor wants to buy 
low. The lesson of stock market history 
is that he will have chances enough. 


The railroad stocks occupy a medium 
position, not very high and not low. If 
the railroads could raise their rates as 
easily as industrial companies can advance 
the prices of their products, railroad 
stocks would be a purchase at these prices 
—but then, of course, they would not be 
selling at these prices. As it is, with 
rates practically fixed, with costs of all 
materials at an unprecedentedly high 
mark, with wages high and probably go- 
ing still higher, the investment prospects 
of the rails are in doubt. 


Bonds 


When we come to the bond market the 
situation is considerably different. Bond 
prices have been declining for a dozen 
years. A well-known average of high- 
grade investment bonds declined from 
about 109 in 1902 to approximately 84 at 
the lowest prices on the curb while the 
Stock Exchange was closed in 1914. It 
rose almost to 92 last December and has 
remained close to that figure ever since. 

Bonds, therefore, are not high. The 
investor who expects to keep his bonds 
permanently, or who is looking five or 
ten years ahead, and who doesn’t expect 
to buy at the bottom, is undoubtedly war- 
ranted in taking on good bonds at this 
level. 

On the other hand, the prospects for a 
further immediate advance in bond prices 
are not especially brilliant. An up-swing 
of eight points since the war began is a 
pretty fair movement, when we remember 
that the world’s capital is now being 
poured into the sieve of war expendi- 
tures faster than ever before in history. 

The rise from the bottom of 1903 to 
the top of 1905 was seven points; from 
the bottom of 1907 to the top of 1909 
about 14 points, from 88 to 102. In 1908 
and the first half of 1909 conditions were 
very favorable to advancing bond prices. 
Taking the world as a whole—for under 
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peace conditions the bond market is al- 
ways a world market—present conditions 
cannot be called favorable. Just now the 
investment markets of the two hemis- 
pheres are partially separated by the war, 
and it is to that fact that the advance in 
our bond market since 1914 is partly due ; 

but that condition must necessarily be 
temporary. 

In a word, the probabilities point to 
some decline from the present level of 
bond prices—or at least before much 
further advance—but it is not likely that 
any such decline will go as far as in 1914, 
for we are doubtless on the upswing of 
the big bond cycle. 

In considering bonds as an investment 
it is important to remember that fluctua- 
tions are much smaller in proportion to 
interest returns than is the case with 
stocks. Suppose, for example, that a five 
per cent bond falls four points in a year. 
The decline is still less than the_yearly in- 
terest return. Of course the investor could 
not sell his bond at the top or buy it back 
at the bottom, hence, his chance of mak- 


ing any actual saving by trying to catch 
such a fluctuation is relatively unimport- 


ant. And if in the following year his 
bond returns to its original price he has 
made a safe and satisfactory investment. 

A five per cent stock, on the other 
hand, may fall 10, 20, or 30 points. It is 
therefore far more important that the 
investor buy his stocks at low prices than 
that he catch the bottom of the bond 
market. 


Non-fluctuating Investments 


There is a large class of investments 
that do not follow the stock or bond 
markets either up or down and it is clear 
that in times when the outlook for fluc- 
tuating securities is in doubt these non- 
fluctuating investments deserve special 
attention. 

Take, for example, a sound bond of 
early maturity. The holder is certain to 
receive the face value of the bond in, let 
us say, three years. If the bond pays 
five per cent, a price of 97 means a yield 
of approximately six per cent a year for 
the three years—and of course a drop 
from a five per cent yield to a six per cent 
vield is a tremendous break, in the bond 
market.- The result is that only trifling 


declines in the price of such a bond are 
possible, no matter what the general fi- 
nancial conditions may be. 

If the bond matures in one year, it can 
scarcely decline at all, for a fall of only 
one point would mean a rise of substan- 
tially one per cent in the yield. 

The same argument applies, of course, 
to short-term notes issued by strong cor- 
porations. There are great variety of 
these obtainable, maturing at almost any 
time desired. Some of the most impor- 
tant are listed from day to day in the 
newspapers, and many others can be 
found by consulting investment houses. 

Turning to a recent list of such notes, 
we find, for example, Argentine Govern- 
ment 6s due in 1917 yielding at the cur- 
rent market 4.95; the same due in 1920 
to yield 5.62; Swiss Government 5s, 1918, 
to yield 4.80; American Power & Light 
6s, 1921, to yield 6; Canadian Pacific 6s, 
1924 to ‘yield 5.45; Chicago & Western 
Indiana 5s, 1917, to yield 4.95; General 
Rubber 5s, 1918, to yield 6.45, Public 
Service Corporation of N. J. 5s, 1919, to 
yield 4.75, etc. 


Convertibles 


There are some bonds of comparative- 
ly early maturities which are convertible 
into stock at a fixed price. These are 
worthy of special notice because they 
have speculative possibilities combined 
with investment safety. If the stock ad- 
vances beyond the conversion price the 
bond will thereafter rise with the stock; 
if the stock does not advance, the investor 
still has his bond. 

For example, Alaska Gold 6 per cent 
debentures, Series A, due March 1, 1925; 
are convertible into stock at $30 per 
share and are redeemable at 110 after 
March 1, 1919. At the current price of 
102 these bonds yield about 556 per cent 
as bonds and there is, of course, a fair 
possibility that the stock may again sell 
above $30. In 1915 it sold as high as 
40%. If his bond is called in at 110 
the investor still makes an eight point 
profit. 

Southern Pacific convertible 4s, due in 
1929, are convertible into the stock at 130 
up to June 1, 1919, and are redeemable at 
105. At current prices they yield about 
5% per cent. 




















382 THE MAGAZINE OF WALL STREET 





Tennessee Copper first mortgage con- 
vertible 6s, due in 1925, are convertible 
into the stock at $40 Nov. 15, 1917. At 
current prices they yield about 4% per 
cent as bonds, and the current price of 
the stock is above the conversion point. 

U. S. Smelting convertible 6 per cent 
notes, due 1926, are convertible at any 
time into the stock at $75 a share. At 
present prices they yield about 434 per 
cent as bonds and the stock has recently 
sold above 75. 

Virginia-Carolina Chemical debenture 
6s, due in 1924, are convertible into the 
preferred stock at 110. As bonds they 
yield at current prices 57g per cent and 
the preferred stock is selling close to the 
conversion price. 

These opportunities in convertibles are 
not so very numerous, but others may be 
found by hunting for them. 


Commercial Paper 


Commercial paper issued by firms or 
individuals in the immediate locality of 
the investor forms a very desirable in- 
vestment when the general stock and 
bond markets do not appear particularly 
attractive. 

Current quotations on prime commer- 
cial paper at New York are about 3% 
per cent, which is too low a rate of inter- 
est for the needs of the ordinary investor, 
but this extremely low rate does not by 
any means extend throughout the coun- 
try. Thousands of perfectly responsible 
business men are paying six per cent on 
their paper and the investor can usually 
locate good opportunities for placing 
such loans right in his own locality where 
he has the best possible facilities for 
learning the responsibility of the bor- 
rower. 

Moreover, it is usually an easy matter 
to adjust maturities on such-notes to meet 
your requirements. Paper is ordinarily 
available running 30, 60 or 90 days, six 
months or one year. The money lender 
generally has plenty of applicants, if it is 
known that he is willing to lend. His 
chief difficulty is in refusing some who 
may not appear to him to be a good risk. 
It is doubtless unnecessary to add that 
personal friendship cannot be allowed to 
enter into the lending of money. Dun’s 


and Bradstreet’s and the reports of your 
bankers must be your main reliance, aside 
from whatever personal knowledge you 
may have of the business of the borrower. 


Mortgages 

In connection with local loans the real 
estate mortgage will doubtless come to 
mind as affording good security, but this 
is not a good form of temporary invest- 
ment. You do not know how soon you 
may want to transfer your money into 
stocks or bonds at bargain prices. All 
you know is that these bargain opportun- 
ities appear from time to time and it is 
therefore to your advantage to keep your 
funds in as liquid a form as convenient. 

The real estate mortgage is about the 
most unliquid form of investment—unless 
we include some of those “investments” 
offered by enthusiastic promoters which 
can be bought but never can be sold. 
Those probably take the prize for lack of 
liquidity. 

Mortgages often form one of the most 
desirable permanent investments and in 
many localities a better rate of interest 
can be secured on them than on bonds 
of equal security—although, generally 
speaking, this is not true in the great 
money centers. But as a medium for the 
re-investment of July dividend checks 
they do not as a rule meet the require- 
ments. 

Institutions 


For the small investor, having only a 
few hundred dollars to place, the savings 
banks and the better class of building and 
loan associations should not be over- 
looked. In the past there have been times 
when it was a little difficult to draw your 
money out of these institutions just when 
you wanted it, in case you desired to take 
advantage of very low security prices 
made in times of panic; but with the im- 
proved conditions brought in with the 
Federal Reserve Banking system it is un- 
likely that these difficulties’ will be 
repeated. An investor with $500 or more 
can often arrange with his banker to lend 
him half the price of a $1,000 bond on 
such a basis that the interest account will 
balance itself. Where this can be done 
a A obviously better than the savings 

nk. 
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What Thinking Men Are Saying 





About Financial, Investment and Business Conditions 


















“Stronger and Weaker After 
War”—G. E. Roberts 


(GEORGE E. ROBERTS, assistant to 

the president of the National City 
Bank and a former Director of the 
Mint, delivered an address on “Busi- 
ness After the War” before the Michi- 
gan Bankers’ Association at Flint, in 
which he said: 


“When the war is over we will be stronger 
in some respects, and weaker in others, than 
before. We will be richer, owe less abroad, 
have greater productive capacity, and have an 
introduction in foreign trade. : 

“There is a natural balance or equilibrium 
in affairs which in the long run is bound to 
be maintained because it is fixed in the very 
constitution of things, and when that balance 
is disturbed all the natural forces work for 
its restoration. The world of affairs has a 
way of righting itself, something like the fa- 
cility of a cat for lighting on its feet. 

“The country, although its industries are 
running at full tilt, is not overbuilding or over- 
expanding. The industrial management has 
been such as to conserve as far as practicable 
the benefits arising from this extraordinary 
period, for the good of the industries in the 




















UNCOMFORTABLE, BUT HE STICKS 
Satterfield in the Knoxville Sentinel 
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future. Indebtedness has been paid, reserves 
have been created, neaty tae been enlarged, 
equipment and methods have been improved 
with a view to all possible economies in the 
future. All this fortifies the industries and 
strengthens the whole situation for the trials 
that are to come. The policy is better in the 
long run for both shareholders and wage- 
earners than would be the payment of divi- 
dends or wages which cannot be maintained.” 


“Prepare with 
Gold”— Warburg 


AUL M. WARBURG, of the Federal 
Reserve Board, told the New York 
State Bankers’ Association, in conven- 
tion at Atlantic City, that while finan- 
cially we are at present in a condition 
of extraordinary strength, our financial 
preparedness is just in its first stages 
if we compare with our own efforts the 
work done by. European nations in 
strengthening their grip on gold. He 
pleaded for more adequate financial 
preparedness, sounded a _ warning 
against further expansion of loans and 
contraction of reserves and scouted the 
prevalent theory that the country’s 
bank reserves warrant a further expan- 
sion of $4,000,000,000. 

“I believe,” he said, “it is our duty to be 
a prepared on the broadest possible 
scaie. 

“I believe we should use the months ahead 
of us, not to expand any further, but rather 
to consolidate our strength. 

“I believe that through the Federal Reserve 
Banks we should strengthen our hold on the 
gold in circulation and that the stronger the 
gold holdings of these banks, the better will 
we be equipped to cope with the problems 
ahead of us, of helping ourselves ae helping 
the world. 

“L believe it to be the duty of every bank 
in the country to contribute its share in equip- 
ping our nation for this task.” 


No More Shell 
Contracts for U. S. 
T H. CURTIS, a director of the firm 
* of Curtis & Harvey, Ltd., of Lon- 


don and Montreal, manufacturers of 
explosives, who arrived from Liverpool 
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recently on his way to Canada, said 
that Great Britain had all the men and 
munitions she required now to carry 
on the war. 

“There will be no fresh contracts for shells 
given to American firms,” he continued, “be- 
cause the prices were too high, the delivery 
was slow, and in some instances the goods 
were not up to the standard. ; 

“Our firm is fourth on the list of the big 
munition plants, and turns out 200 tons a day. 
We have twelve factories going in England 
and one large one in Canada near Montreal. 
In the factories on the other side we employ 
10,000 women and girls, and they do the work 
very well indeed.” 


Prosperity Wave 
at the Crest? 


HE review of general business condi- 
tions in the monthly bulletin of the 
Federal Reserve Board indicates that the 
prosperity that has followed the produc- 
tion of war supplies is at the crest of the 
wave. Orders covering factory output 
to the end of the year at maximum ca- 
pacity and general unrest as to labor 
mark all reports. In some regions lighter 
crops than usual are predicted. 


Boston reports that rumors of an early 
peace and possible foreign complications 
have been factors in retarding a general 
advance in business activities. Cleveland 
says the biggest feature of business in the 
fourth reserve district is the unsatisfied de- 
mand for the output of rubber factories. 
Rising prices and brisk trade are the two 
main points in the Philadelphia report. The 
South generally reports a steady and quiet 
run of business. 


“Guatemala a Land 
of Opportunity”—T. N. Vail 


GUATEMALA is waiting for men, not 

get-rich-quick adventurers who hope 
to plunge their heads into a mine and 
take out twenty-dollar gold pieces im- 
mediately negotiable in Broadway or 
Wall Street, but men, especially young 
men, who want to begin independently 
in a small way, and, by industry, intelli- 
gence and honesty, achieve a success that 
will be theirs and the country’s. 

This is the word brought back by 
Theodore N. Vail, president of the Amer- 
ican Telephone and Telegraph Company, 
who recently returned after a month in 
Central America, most of the time being 
spent in Guatemala. 

“Guatemala, then, is not calling for pio- 





neers, but for a population that shall accel- 
erate her development. And when I say 
development I mean the real thing, for | 
should set no limit to what might be and 
will be done in Guatemala and the other 
Central American States. No climatic, top- 
ographic, or political conditions that have 
not been or cannot be corrected exist to 
hinder a growth in commerce, industry, agri- 
culture, and civilization equal to any ad- 
vance ever made in the world. The Carib- 
bean ports are capable of development into 
shipping centres comparable to any, and the 
country behind them is capable of supply- 
ing a products needed for their develop- 
ment. 


No One Master 
of Wall Street 
ONE of the large bankers in Wall 


Street to-day dominates all the 
others. They compete or they work 








COLD WEATHER! 
From the Chicago Examiner 





together, but no one man is master, says 
Henry Cushing in the World’s Work. 
In Wall Street you will find more men 
of ability, of resourcefulness, of am- 
bition than ever before. They typify the 
new Wall Street in that they accept, 
some tacitly, some with open approval, 
much that Wall Street in the old days 
regarded as unwarranted infringement 
of the rights of money. Wall Street does 
not yet love the income tax, but it does 
find a great deal that is good in public 
regulation, and it grants that the public 
has a right to know a great deal more 
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about corporations than the public in the 
older days was supposed to have any in- 
terest in. : 

Our $1,491,000,000 

Trade Balance 
EXCESS of exports over imports in 

March, 1916, was $196,000,000, 

against approximately $139,000,000 in 
March of last year and nearly double the 
March average for the preceding five 
years. The net trade balance in our 
favor for the first nine months of the 
current fiscal year, down to the end of 
March this year, reached the compara- 
tively enormous figure of $1,491,000,000, 
being more than double that of last year 
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From The Lamb 








HOW OUR TRADE BALANCE HAS SWUNG IN 


1916— 
March 
February 
January 

1915— 


COURSE OF TWELVE MONTHS 
Excess of 
Exports 

$196,000,000 

208,901,480 
151,333,004 


Imports 
$214,000,000 

193,935,117 

184,192,299 


171,841,665 
164,319,169 
149,172,729 
151,236,026 
141,804,202 
143,244,737 
157,695,140 
142,284,851 
160,576,106 
158,040,216 


187,459,609 
166,825,358 


178,857,552 
149,440,796 
119,221,023 
125,719,873 
110,852,276 


140,969,347 








and something over three times that of 
the same period of 1913-1914. 


“Mexico Must Solve 
Oil Shortage”—R. Levering 


HE importance of the Mexican oil 
field in supplying the oil shortage, 
which is becoming more apparent daily 
in the United States, and some facts re- 
garding the enormous production from 
the few wells in Mexico were cited by 
Richmond Levering in discussing this 
question recently. He stated that the 
initial production of the five largest wells 
drilled in Mexico is reliably reported to 
have been as follows: Cerro Azul No. 4, 
262,000 barrels daily; Corona No. 5, 
186,000 barrels daily; Potrero del Llano 
No. 4, 160,000 barrels daily ; Los Naran- 
jos No. 4, 60,000 barrels daily; Juan 
Casiano No. 7, 35,000 barrels daily. 
He said the initial production of these five 


wells totals over 700,000 barrels per day, which 
is more than equal to the combined present 
output of all the wells drilled in the United 
States. Mr. Levering specifically stated that 
it was not his opinion that these five wells 
would continuously supply any such quantity 
of oil, but the remarkable fact was that the in- 
itial production of five wells in any territory 
could show an output, even for a day, equal to 
over 100,000 wells drilled in the United States. 
Mr. Levering added: “The potential of con- 
tinuous production of Mexico today is es- 
timated variously between 300,000 and 500,000 
barrels. There are, however, not sufficient pipe 
lines constructed to carry over 20 per cent. of 
this amount. With the completion of the ad- 
ditional pipe lines intended and the large fleet 
of steamers under construction, this supply of 
oil, already developed, will be available for 
consumption in the United States. From the 
present showing of decline in all wells in the 
United States today the Mexican production 
will make up a very greatly felt shortage here. 


Expert Financial Opinion 
Knauth, Nachod & Kuhne.—It is prob- 


_able that the July dividend and interest fund 
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this year will exceed $225,000,000. Owing to 
the re-sale of foreign-owned American securi- 
ties to this market, the amount required for 
paying interest and dividends to foreign in- 
vestors will be much below the sum usually 
remitted at this season in any of the last 
twenty years. In spite of the European sell- 
ing that has taken place, there exists still a 
good demand for high grade bonds and sea- 
soned dividend stocks. is inquiry will prob- 
ably increase as the dividend fund is disbursed, 
since good securities are still available at 
prices showing a more liberal income return 
than that represented by the quotations of the 
money market. 

Some large advances have been made of late 
to British banking interests, upon collateral 
which is supposed to include some of the 
American issues surrendered under the pro- 
visions of the British mobilization plan. The 
outlook in general is reassuring, although it 
is evident that this is not the time for un- 
bridled speculation in speculative issues. With 
the world-war in progress and an exciting 
presidential campaign just starting, it is ap- 
parent that business should be conducted cau- 
tiously, with due regard for the hazards of an 
utterly unprecedented financial and business 
situation. 


Hayden, Stone & Co.—Rarely have there 
been so many or so conflicting influences at 
work, both as to fact and sentiment, as are 
present in the situation to-day. In the realm 
of actual fact, we have on the constructive 
side, the known tremendous earnings of the 
steel companies, of the producers of metals 
and, indeed, of all raw materials and of the 
railroads and water transportation companies. 
As a deterrent influence is the fact that, so 
far, with a very few exceptions, official reports 


do not confirm estimates of phenomenal war 
profits. Secondly, that the peak of demand 
has apparently been reached and many com- 
modities seem to be on the downward grade. 
In the realm of sentiment, as a constructive 
influence, we have the benefit of the knowl- 
edge of the great profits that are being made, 
both in business and marketwise, and very re- 
cently there are reports that some additional 
war orders are likely to be placed with the 
companies best equipped to fill them, though 
these repeat war orders, there is every reason 
to believe, will be confined to a few companies 
and will be at much less margin of profit than 
the earlier ones placed. 

Conversely, there is a feeling that the war 
stocks, as a rule, have over-discounted actual 
profits to be received. This last week the 
more conservative financial sentiment has re- 
ceived a distinct jar from the erratic action 
of the motor stocks and the proposed com- 
bination. 

Then there is the ever present possibility 
of an early ending of the war to act as a brake 
on bullish enthusiasm. On top of all this is 
superimposed the political factor of really 
more than ordinary importance at this very 
critical juncture. 


First National Bank of Boston.—Any 
continued firmness in money will undoubtedly 
have its effect on bond prices, as holdings of 
institutions bought primarily for carrying 
profits will come on the market, and as the in- 
vestments of national banks and trust com- 
panies in securities are at a record figure, such 
realizing is likely to be in considerable volume. 

Canadian loans continue to furnish most of 
the high-grade bond offerings, in spite of 
which, prices on this class of bonds are still 
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rising, but the yield is still very attractive 
compared with returns in normal times. At 
the moment, selling pressure from the other 
side seems to have abated. Continued falling 
of New York reserves and a stronger commer- 
mercial demand for money have resulted in 
firmer rates. In Boston, call rates have ad- 
vanced from 3 and 3% per cent. to 3% and 
4 per cent. In New York, in recent days, call 
money reached 4 per cent. for the first time 
since Decembet, 1914, at about which time the 
Federal Reserve Act became effective. Time 
rates in this market have advanced about a 
half per cent., money ranging from 3% and 4 
per cent. upward, bankers preferring shorter 
maturities. 


J. S. Bache & Co.-——As far as a consider- 
able advance in the market is concerned, much 
seems to depend upon the course and develop- 
ing prospects of the Presidential campaign. 
Neither side has an easy victory in sight. 

There is prosperity enough in the country 
to cause a general bull market, and such aug- 
mentation in earnings and declaration of in- 
creased and extra dividends, as is daily tak- 
ing place, would, under ordinary circum- 
stances, produce enthusiasm and rising prices 
But we have, to offset this, the heavy mobiliza- 
tion of American securities in London and the 
resulting great accumulation of high-class 
railroads, which may be fed out on our mar- 
ket quietly whenever prices are favorable. 
This, it seems, would stop any extravagant 
rise in the better railroad shares, this most 
important part of the market. The war stocks 
are mostly making large profits, but the un- 
certainty of duration of these handicaps spec- 
ulation in that quarter. Further than that, 
loans in Wall Street are still too large for a 
bull market, except it be financed by outside 
funds. These are ready to come in, but only 
at lower levels. The pending of foreign loans 
here makes also for hesitation until amounts 
and character of these is ascertained. All of 
this contributes to keep the market inert and 
irregular, its movements indicating no definite 
trend for the time being. 


Keane, Zayas & Potts—The Steel Cor- 
poration’s unfilled tonnage report shows that 


business in that trade is still up to capacity. 
The report of copper exports for April, 
amounting to $13,328,026 in 1916 as against 
$11,796,716 for the same month in 1915, proves 
the falsity of the statement made later in that 
month that Europe had all the copper needed 
and that. purchasing orders were being held 
up to await a decline in the price. The re- 
port on the winter wheat crop is disappointing, 
but with a good spring wheat crop and a heavy 
carryover from last harvest we shall have 
plenty to export at perhaps a higher price. 
The cotton crop report assures a large yield 
of that staple, and corn and other grains are 
of good promise. We may not have bumper 
crops again this year, but they will at least 
be up to the 10-year average, which means a 
bountiful supply of the necessaries of life and 
as much traffic that the railroads of the coun- 
try can handle. 

As our political problems will solve them- 
selves, there is nothing left in the immediate 
prospect to affright the investor and we look 
hopefully forward to a better market, better 
prices, and even better times. 


Warren W. Erwin & Co.—Never was the 

stock market more puzzling than it now is. 
It is a most discouraging market to both buils 
and bears. Judging the present and the fu- 
ture by the past, stocks should be selling at 
higher prices. Not only present earnings but, 
in many instances, actual dividends are so 
great as to warrant much higher prices. For 
some reason, however, the public fails to see 
these good values. 
_ Copper and other industrial stocks are sell- 
ing on a basis to yield 12 or 14 per cent. and 
are earning two or three times their dividends. 
Steel, zinc and alcohol stocks are selling at 
prices that are not twice this year’s expected 
earnings. 

One of our customers stated the case fairly 
well when he said, “It is useless to buy stocks, 
for they do not respond to good news and the 
public is apathetic. It is equally useless to sell 
them, for their earnings and dividends are so 
great that we cannot reasonably expect prices 
to decline!” 


Sheldon, Morgan & Co.—General busi- 
ness continues to show the marks of sound 
improvement rather than of immature expan- 
sion. Out of the new prosperity indebted- 
nesses have been paid, reserves of capital have 
been brought into existence, and capacity for 
production has been enlarged, often many 
times, while on every hand there is visible the 
improvement of methods and equipment most 
calculated to work for efficiency and future 
economies. Bank clearances reflect a continu- 
ing volume of business, and there is little ques- 
tion that, while the rush is abating, the crést 
has apparently not been passed. Dun’s Re- 
view asserts that “leading industries still sur- 
pass in actual output the work of any previous 
year, and in most cases capacity operations are 
assured for months to come, aes conditions 
permitting.” 

















The Business Situation 


Money Firmer—Business Very Active—Commodity Prices 
Reacting — Gold Imports—lIncrease in Building Op- 


erations 





HE gradual fall in per cent of cash to 
deposits in New York banks and the 
simultaneous rise in per cent of loans to 
deposits is at last beginning to affect money 
rates. Commercial paper, which is the best 
index because of the greater stability of the 
rate than of call or time money, is up about 
one-half of one per cent from the lowest, 
which was 3 per cent in February last. A 
generally firmer tendency is to be expected, 
although there may be a summer reaction. 
Bradstreet’s index of commodity prices de- 
clined a trifle for June, as predicted in the last 
issue of THe MaGazine oF WALL STREET. 
There is also a little shading of the prices of 
both iron and copper. The significance of this 
was fully discussed in the last issue. 


ing tendency. This is due in part to the flood 
of paper money now in circulation abroad, 
which would be selling at a discount under 
gold in several countries if free quotations 
were permitted. Under these circumstances 
prices measured in paper cannot be consid- 
ered the equivalent of gold prices. 

Bank clearings touched a new high mark 
in May, both for the country as a whole and 
for the U. S. excluding New York City. This 
indicates great activity of general trade, and 
it is this that has tended to draw cash away 
from New York and thus stiffen the money 
rate. At the same time it must not be for- 
gotten that these big clearings are based on 
an extraordinary level of commodity prices 
and do not therefore represent the same 



























Foreign commodity prices still show a ris- amount of business measured in goods. 








Average Average Per cent. Per cent. 
Money Rate Money Cash to Loans to ; 
Prime Com- Rate Deposits New DepositsNew Br'dst’sIn- English In- 
mercial Paper European York Clearing- York Clearing- dex of Com- dex of Com- 
New York. Banks. house Banks.* house Banks.* modity Pcs. modity Pes. 


Tune, 1916 ....... 3% 5 13.2 97.1 11.69 

May, 1916 ....... 3% 5 14.2 95.5 11.75 4,190 
April, 1916 ....... 3% 5 14.7 94.0 11.75 4,013 
June, 1915 ....... 35% 5 21.0 93.3 9.73 3,327 
June, 1914 ....... 3% 3% 27.6 94.3 8.62 2,595 
June, 1913 ....... 5% 4% 27.6 98.9 9.07 2,694 
June, 1912 ....... 4 3% 25.8 96.3 9.10 2,687 





*Affected by the new | Federal Reserve System. 
Total Bank or Balance of Gold Balance of 





Building Business 





Bank of U Movements Trade Operations, Failures, 
Clearings Excluding —lImportsor |—Imports or Twenty Total 

of US. N.Y. City Exports Exports Cities Liabilities 

(Millions) (Millions) (Thousands) (Thousands) (Thous’ds) (Thous’ds) 
ED -eneteten 20,657 ee eee. hee 67,326 18,122 
Reeth, BONG .ccscces 19,315 7,692 Ex. 5,404 Ex. 186,542 56,271 15,747 
BOER ccccesss 14,626 5,991 Im. 29,858 Ex. 131,933 53,102 19,595 
MM, BONO cccccese 13,167 5,928 Ex. 14,862 Im. - 2,548 50,648 20,469 
BEE, BOER cccceves 14,119 6,157 Ex. 7,906 Ex. 60,883 50,641 15,726 
GEE a dsncese 14,814 6,034 Ex. 1,104 Ex. 19,682 59,434 14,064 

Production U.S.Steel Price of 

Wholesale ofIron Co Unfilled Electro. ———Crop Conditions———\ Babson’s 
Price of (Tons) Tonnage Copper. Winter Spring Bond 

Pig Iron (Thous’ds). (Thous’ds).t Cents. Wheat eat Cotton Average. 
June, 1916 ... 17.65 anni a0 28.0 732 88.2 nes 92.3 
May, 1916 ... 17.90 3,351 9,937 29.8 82.4 ove 775 91.5 
April, 1916 ... 17.90 3,228 9,829 29.3 78.3 ne ati 91.4 
June, 1915 ... 12.50 2,263* 4,264* 19.5 85.8 94.9 80.0* 88.7 
«Mi... BS 2,093* 3,998* 13.6 92.7 95.5 74.3* 92.5 
“ 1913 ... 14.06 2,822* 6,324* 14.7 83.5 93.5 79.1* 91.4 
“ 4912 ...'14.25 2,512* 5,750* 172 74.3 95.8 78.9* 97.3 
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The Machinery 


of Wall Street 


Why It Exists, How It Works and What It Accomplishes 





VII. How Business Is Done on the Stock Exchange 





By G. C. SELDEN 





HE wide public interest in the Stock 
Exchange really began with the 
twentieth century. The business 

boom which began in 1898 resulted in 
big advances in the quotations for all 
kinds of securities, and the rapid growth 
of the daily press and of the reading 
public brought this condition to the at- 
tention of millions of persons. 

There is, of course, no way of know- 
ing how many persons are actively in- 
terested in the market at any time. 
The number varies greatly, according 
to whether or not conditions are such 
as to encourage speculation. Certainly 
not less than 100,000 persons are ac- 
tively interested in the sense of being 
frequent buyers and sellers, and it is 
very probable that the number is much 
greater. 

Listing 

Before any security can be traded in 
on the Stock Exchange it must be 
“listed,”—that is, admitted to the list 
of securities dealt in. Listing does not 
imply anything as to the value or lack 
of value of the security. It simply 
means that the corporation issuing the 
security is legally organized, makes re- 
ports at least as often as once a year 
of its income and expenditures and is- 
sues a balance-sheet showing its con- 
dition at the end of its yearly fiscal 
period. The public must judge for it- 
self what the security is worth, if any- 
thing. The Stock Exchange confines 
itself to furnishing facilities for buying 
and selling the security. 

The Exchange does not, and in the 
nature of the case could not, guarantee 
the correctness of all these corporation 
reports. As to that also the public 
must form its own judgment. 

Objects of the Exchange . 


The constitution of the Stock Ex- 
change says that “Its objects shall be 
to furnish exchange rooms and other 


(389) 


facilities for the convenient transac- 
tion of their business by its members 
as brokers ; to maintain high standards 
of commercial honor and integrity 
among its members; and to promote 
and inculcate just and equitable prin- 
ciples of trade and business.” 

In regard to the first of these ob- 
jects there is, of course, no difficulty. 
The second has been fairly well car- 
ried out—better, probably, than in any 
other line of organized business—but 
there have been occasional lapses. 
Without doubt the Exchange’s pres: 
ent standards of “commercial honor 
and integrity” are higher than ever be- 
fore. In fact, one’s memory needs to 
run back only a decade to note a de- 
cided improvement in that respect. 
Just what the Exchange does toward 
accomplishing the third object it would 
be difficult to say, except as the third 
is included in the second. 

Many believe that the Exchange 
should do more than it now does to- 
ward checking riotous speculation and 
that its listing requirements should be 
more stringent; but the authorities 
have always taken the position that 
the Stock Exchange should be the 
servant of the public, not its tutor— 
that its business is to furnish the peo- 
ple facilities for buying and selling 
legitimate securities, not to reform the 
morals of corporations or to guard the 
public against its own follies. 


Exchange Members 


There are 1,100 members of the 
Stock Exchange. These comprise the 
following classes: 

(1) Capitalists, whose principal rea- 
son for holding memberships is the sav- 
ing of commissions on their large pur- 
chases and sales. The annual cost of 
holding a membership is over $3,000 a 
year, including interest and dues. ‘ This 
represents the commission on 24,000 
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shares of stocks bought or sold, hence 
it is only large operators who can 
make any saving in this way. 

(2) Brokers, who solicit business 
from the public and hold memberships 
to enable them to transact it. 

(3) Room Traders, who buy and sell 
only for their own account. Most of 
them make their profits out of the 
small fluctuations, standing ready to 
buy a little below the current market 
or to sell a little above. On the Chi- 
cago Board of Trade they are called 
“scalpers” and the nickname fairly well 
expresses the nature of their business. 

(4) Specialists, who make a specialty 
of dealing in one or more securities. 
Their general method of business is 
similar to that of the room traders. 
This is the department of the business 
in which there is greatest opportunity 
for dishonesty. Active brokers leave 
with the specialist their orders to buy 
and sell the particular stock in which 
he is working, and he also buys and 
sells for his own account. It is obvious 
that it would be possible for him to 
“cheat” in the handling of these orders. 

As a matter of fact, however, the 
Stock Exchange specialist soon finds 
that honorable dealing pays him best 
—not to credit him with any higher 
motive, which, of course, often exists. 
The specialists are a necessary part of 
the machinery of the Street and gen- 
erally speaking they handle their part 
of the business fairly, though not al- 
ways to the complete satisfaction of 
brokers and their customers. 

(5) Two-Dollar Brokers, who exe- 
cute orders for other brokers at the 
established rate of $2.00 a hundred 
shares. There are two or three hun- 
dred of these, and they are always 
ready to handle business for brokerage 
houses dealing direct with the public in 
case the regular representative of the 
house has not the time to take care of 
all his orders. 

(6) Old Lot Dealers, who stand 
ready to buy or-sell lots of less than 
100 shares. Their business is about 
like that of the room traders, except 
that they do not deal in 100 share lots 
except for the purpose of evening up 





their purchases and sales in odd lots. 

These dealers have a standing agree- 
ment as to the terms on which they 
will buy or sell odd lots. The market 
for any stock never consists of a single 
quotation, but of a bid price and an 
asked price. This is equally true 
whether the trade to be executed is for 
100 shares or for an odd lot. An order 
for 100 shares coming through a bro- 
kerage house can be bought at the of- 
fered price or sold at the bid price. 
These prices are usually % or % apart. 

The odd lot dealer, therefore, buys or 
sells on the same terms—he will buy 
at the bid price or sell at the asked 
price. The only important way in 
which he differs from many other room 
traders is that he deals only in odd 
lots. 

The odd lot dealer, however, does 
one thing.that the other room traders 
do not do—he will buy % below or sell 
X% above the next quotation after the 
order reaches him. Thus it often hap- 
pens, in an inactive security, that the 
odd lot customer may actually get a 
better execution than if his order had 
been for 100 shares. 

In this matter a good deal of confu- 
sion arises from the fact that the exe- 
cution of a 100 share order is quoted 
on the tape, while the odd lot trade is 
not quoted. The 100 share order is 
certain to be executed at the apparent 
market because it-creates the market, 
but the odd lot execution may appear 
to be a fraction away from the market, 
even though a 100 share order executed 
at the same moment would have been 
at exactly the same price as the odd 
lot execution. For this reason the odd 
lot customer usually believes that he 
gets an execution about % “against 
him.” Taking the average of all odd 
lot orders and all 100 share orders for 
any day, it is a question whether any 
difference worth mentioning could be 
discovered in favor of the 100 share 
trader. If so, the average difference 


would certainly be less than 1-16. 

» “Seats” on ‘the Exchange vary in 
market value according to the amount 
of business being done. The term is 
now out of date, as members have no 
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regular seats, nor, as a rule, time to sit 
in them if they had them. The word 
membership is often used instead. In 
1871 seats sold as low as $2,750, and in 
1909 at $96,000. They are now about 
$60,000. The value of seats always 
advances in a bull market and falls in a 
bear market, influenced by the degree 
of public speculation and the necessi- 
ties of members. 

The Exchange has always been strict 
about admitting applicants to member- 
ship, insisting upon an honorable rec- 
ord and a good business reputation. 
Some of the men who have helped 
make Stock Exchange history by their 
big operations were never members 
and could not have gained admittance. 
Members are suspended or expelled for 
infraction of the rules or for dishonor- 
able conduct in business matters. 
There is a Committee on Business Con- 
duct to watch over these things. 


How Business Is Handled 


The Exchange opens at 9:30, trading 
begins at 10 and closes at 3, after which 
hour the “money crowd” gathers for 
the borrowing and lending of the 
money needed to carry securities. 

Scattered about the room are posts 
bearing the names of different securi- 
ties, and those who wish to trade in 
these stocks gather at the respective 
posts. Some have orders from cus- 
tomers or other brokers at fixed prices 
or at “the market,” others are ready 
to trade for their own account. 

Those who wish to buy bid for “100 
at 78%,” “500 at 78%,” etc. Those 
wishing to sell offer “200 at 79,” “100 
at 78%,” and so on. As soon as a 
trade is agreed upon a waiting messen- 
ger takes a memorandum of it to the 
representative of the ticker company 
on the floor and the quotation is sent 
out over the tickers to hundreds of 
brokerage houses and private individ- 
uals and is posted on the Stock Ex- 
change board. Each post also has an 
indicator showing the last quotation 
made. 

Each broker makes a memorandum 
of his transactions and with whom 
made. In very active markets as soon 
as he has leisure after executing a 





number of orders, he seeks out the 
other party to the transaction and 


checks the item. In case of a misun- 
derstanding a compromise is necessary, 
but this rarely occurs. 

This personal comparison on the 
floor is often neglected, but the broker 
or house making a sale is required by 
the rules to compare the transaction 
at the office of the buyer not later than 
one hour after the close of the Ex- 
change. This comparison is effected 
by an exchange of memorandum slips. 

Each broker has number, and when 
he is wanted at the door or at the rail, 
his number is flashed on the electric 
annunciator which occupies one side 
of the room. The lights behind these 
numbers are of different colors, signi- 
fying where the broker is wanted. 

Sales may be made for “cash,” which 
means for delivery on the day of sale; 
“regular,” for delivery on the next 
business day; “three days,” for deliv- 
ery on the third business day, or on 
“buyer’s and seller’s options,” which 
may run not less than four nor more 
than 60 days. Sales are often made 
“seller 30” or “seller 60” when the se- 
curities sold are not in New York, but 
are to come from another city or from 
abroad. 

Brokers’ deliveries of stock certifi- 
cates sold must be made before 2:15 
of the same day if “cash” or of the next 
day if “regular.” When the books of 
a corporation close for the payment of 
a dividend, the stock sells “ex-divi- 
dend” on the Exchange—that is, the 
amount of the dividend is deducted from 
the price of the stock. The dividend 
check goes to the holder of record of 
the stock certificate, but if the certifi- 
cate has been endorsed in blank and 
sold to someone else, the brokers who 
have handled the transactions pass the 
dividend check along and it is credited 
to the present owner of the stock on 
the books of the brokerage house 
which is carrying the stock for him. 


The next article will further discuss 
the methods of the Stock Exchange, 
short sales, the Stock Exchange Clear- 
ing-House, etc. 

















(With apologies to Rudyard Kipling) 


“A Lamb There Was” 





By MAURICE COWEN 





A lamb there was and he made his prayer 
(Even as you and I) 

To a hole in the ground neath the desert air— 
(We called it the mine that never was there) 

But the lamb he called it his fortune fair, 
(Even as you and I). 





A lamb there was and his wool he spent— 
(Even as you and I) 

On a rumor, a tip and a sure intent— 
(And that is just what the promoter meant), 

But a lamb must follow his natural bent, 
(Even as you and I). 





The lamb was trimmed to his tender hide— 
(Even as you and I), 
Which the rogues might have seen when they threw: him 
aside— 
(But it isn’t on record that rogues ever tried), 





So some of him lived, but most of him died, 
(Even as you and [). 


But it isn’t the shame, and it isn’t the blame 
That stings like a white hot brand— 
It’s coming to know that we never knew why 


A fool and his shekels part on the fly, 
Ll. And never could understand. 
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Chicago & North Western 


A Road with a Remarkable Record—Conservative Manage- 
ment Has Built Up a Magnificent Property—Bright 


Outlook. 





By FRED L. KURR 





HICAGO & North Western Railway 
Company has one of the most envi- 
able records among the railroad sys- 

tems of this country. Over the course of 
a great many years the road has been 
managed with the utmost conservatism 
and as a result a splendid property has 
been built up. Since 1878 this company 
has paid dividends on both the common 
and preferred stocks without a single 
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shown a rather steady downward ten- 
dency as is shown by Graphic 2. This 
was largely a result of a decline in the 
balance available for dividends on the 
stocks. For the year ended June 30, 
1906, for example, surplus available for 
dividends was $14,800,553 while for the 
year ended June 30, 1915, it was only 
$11,914,049. Increased interest charges, 
without a corresponding increase in net 
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Chicago & North Western System 


break and in nearly every year substan- 
tial surpluses have been put back into 
the property. 

In the past decade, however, in spite of 
the fact that the dividend rate has been 
unchanged and over $35,000,000 put 
back into the property from earnings, the 
common and preferred stocks have 
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— was the cause of this falling 
off. 

This has been the history of nearly all 
the large railroads the past ten years. 
Increased wages, increased cost of ma- 
terials and in many instances lower 
freight rates have prevented new money 
put into the rails from bringing the re- 























394 THE MAGAZINE 








OF WALL STREET 





turns that should naturally be expected. 
Only those roads with able and conserv- 
ative management and operating in rap- 
idly expanding territory have been able 
to show much increase in the surplus 
earnings available for dividends in the 
past ten years. The number of rail- 
road systems that have been forced into 
receivership is illustration enough of the 
fact that the railroads of this country 
have passed through a most trying 
period. 
Excellent Dividend Record 
It is interesting to note how well Chi- 


property was in as good physical condi- 
tion as it ever had been in its history. 
As a result there have in recent months 
been handsome increases in net. For the 
ten months ended April 30, 1916, net 
earnings totaled $22,822,135 as against 
$18,831,572 the previous year an increase 
of nearly $4,000,000. Surplus after 
charges for the ten months was $14,128,- 
763 as against $9,554,180 the previous 
year. Estimating that the increase in 
earnings will be maintained at the same 
rate in May and June and Chicago & 
North Western will show approximately 


CHICAGO & NORTH WESTERN RY CO. 
CH GROSS. BENET. SURPLUS AFTER CHARGES. Mil AFTER DIVIDENDS. 
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YEARS ENDED JUNE 30TH 


cago & North Western stood the strain. 
The 8 per cent dividend on the preferred 
and the 7 per cent dividend on the com- 
mon, which rate has been unchanged 
since 1903, in the very poorest year was 
earned with at least a half a million to 
spare. (See Graphic 1). Moreover, 
maintenance charges have always been 
very liberal. 

Chicago & North Western was able to 
take full advantage of the recent great 
prosperity of the Northwest. When the 
increased business began to come in the 








10.7 per cent earned on the $154,844,486 
combined common and preferred stocks 
this year. 

There is $22,398,955 preferred stock 
and $132,455,531 common outstanding. 
The preferred stock is entitled to 7 per 
cent before the common gets anything, 
then the common is entitled to 7 per 
cent. Before the common can receive 
more than 7 per cent the preferred must 
be paid 10 per cent. With the preferred 
on a 10 per cent basis the common is en- 
titled to receive as high as 10 per cent. 
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Above 10 per cent both share alike. The 
preferred stock is at the present time pay- 








CHICAGO & NORTH WESTERN 
Table I 
Dividend Record Since Organization 
we Common 


ISSB-BGEG 2... cccccvaccccevces 7 
GEE. nconcns cnecetccassesias 7 7 
WOU 3c wads cowcscuscsepston 7 6 
So an MT 7 5 
MODS Sa dine ects bcs ceiédsese 7 4 
BERD 65 ones asdusessacces 7 6 
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ED sade veewsvssecdvceces 1% 6% 
MBGDE cccccccccncesscccesece 7 6 
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BED cuwsdveenscccdesacéenss 2% ° 
GETOD, co seccccccacncseceseos os 

OED «ost enecnacscds scqudterge 7 

BED psa seswodgetncgecsvecns ? 3% 
WEEE SSS ccccesccsuessocceess 10 10 
BP 6tdncc0cdsssassgacces se as 

TED cdsaccccdacduadegeceeas 12 9 
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ing 8 per cent so that it is entitled to 2 
per cent more before the dividend on 
common can be increased from 7 per 
cent. Present dividend requirements are 
about $11,000,000 and the current fiscal 
year there will be a surplus over divi- 
dends of close to five and a half millions. 
To pay the additional 2 per cent on the 
preferred would take just $500,000, leav- 
ing $5,000,000 for the common. 
Conservative Policy 


For a great many years past, however, 
the company has been in a position to 
give the preferred stock this extra $500,- 


000 or 2 per cent, yet failed to do so. For. 


example, for the four years ended June 
30, 1909, the surplus after dividends av- 
eraged $6,500,000 per annum yet the pre- 
ferred dividend was not increased. Chi- 
cago & North Western has maintained 
its present dividend rate for so long that 
it has almost come to be regarded as a 
permanent fixture in financial circles. 
About the last road in the country that 
rumor reaches of a possible change in the 
dividend rate is Chicago & North West- 
ern, It is not expected that the near fu- 
ture will see a change in this policy. 


. 








Table 1 shows the dividend record of the 
company since organization. 

This road traverses the rich wheat 
fields of the North West and a large part 
of its freight tonnage consists of products 
of agriculture, 20.24 per cent; products 
of mines is 39.59 per cent of its total 
freight, products of animals 4.66 per cent, 
products of forests, 13.51 per cent, 
manufactures 13.67 per cent, and mis- 
cellaneous 8.33 per cent. The directly 
operated lines of the company amount to 
8,107 miles. This mileage being mainly 
in Wisconsin, Iowa, Minnesota, Michi- 
gan, South Dakota and Nebraska. (See 
accompanying map). Net capitalization 
per mile is $42,772. 

Strong Financial Condition 

A glance at the balance sheet (See 
Table 2) shows at once that this is a 
road used to prosperity. As of June 30, 
1915, cash on hand totaled $9,778,404 
and the profit and loss surplus stood at 
$35,875,758. Working capital, that is to 
say the excess of current assets over cur- 
rent liabilities was $18,831,142. Earn- 
ings the current fiscal year will increase 
its profit and loss surplus to-over $41,- 
000,000. 

There is as yet no sign of a let up in 
the good business Chicago & North 


CHICAGO &N.WESTERN RY 
PRICE RANGE OF 


Western has been having. The road's 
local loading for May was 158,732 cars 
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as compared with 128,000 cars the pre- 
vious year, a gain of 31,732 cars Freight 
from connections aggregated 47,132 cars 
compared with 35,853 cars in 1915, a 
further gain of 11,279. Prospects are 
that these gains in gross business will 
continue at least for several months to 


come. 
Position of Stocks 

What possibilities do the securities of 

this road offer for investment of specu- 

lative purposes? As far as the bonds are 


increase would require a mere $500,000. 
At 170 this stock is selling not far from 
the lowest price it has sold in recent years 
which was 163 in 1915; in 1916 it got as 
low as 168 and its next lowest price was 
170 in 1914. In the panic of 1907 it did 
not sell under 185. With earnings mak- 
ing the best showing since 1909 it would 
seem that this stock is selling rather out 
of line with its prices in former years. 
The common stock at present prices of 
around 130 has fairly attractive specu- 
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CHICAGO & NORTH WESTERN 
Table II 
General Balance Sheet i 
(As of June 30) 
Assets 
1915 1914 1913 1912 1911 
Road and equipment......... $367,713,923 $359,528,602 $336,655,248 $324,616,665 $306,303,101 
Cash & secur. in sinking fund. 4,200,342 3,994,063 3,976,922 3,989,029 6,286,878 
Miscel. phys. property........ | °) eoseetae i Bodeeiien | gelteled §' , coer 
Invest. in a GOED c covcseve 14,635,605 1,451,013 1,492,013 1,489,113 1,470,113 
Other investments ........... 14,249,779 13,135,368 18,770,547 16,208,556 22,803,898 
Insurance id in advance.... 47,102 62,593 31,312 43,306 50,390 
Other unadjusted deb........ 1,082,006 1,555,971 6,473,551 3,362,621 1,288,904 
Current assets ...........000. $29,635,931 $51,666,725 $46,189,254 $49,055,308 $44,823,029 
EE sic civnuneakeasee $432,819,477 $431,393,935 $413,588,847 $398,764,598 $383,026,313 
Liabilities 

Common stock and scrip..... $132,455,531 $132,455,531 $132,455,531 $132,455,531 $132,455,531 
Pref. stock and scrip......... 98,955 22,398,955 22,398,955 22,398,955 22,398,955 
Prem. realized on capital stock 29,658 29,658 29,658 29,658 29,658 
| i ea RT 218,489,000 219,052,000 200,778,000 190,460,000 174,462,000 
Res. for accr’d deprec. on equip 8,149,419 6,089,239 4,665,712 3,375,862 2,386,365 
Other unadju credit...... 419,268 258,203 435,671 246,458 251,270 
Appropriated surplus ........ 4,197,099 3,993,045 3,976,049 3,988,521 6,830,878 
Profit & loss, surplus......... 35,875,758 35,998,883 36,438,744 34,186,372 33,066,463 
Current liabilities ........... $10,804,789 $11,118,421 $12,410,527 $11,623,241 $11,145,193 
Total liabilities ............. $432,819,477 $431,393,935 $413,588,847 $398,764,598 $383,026,313 








concerned they are among the highest 
grade railroad bonds and make very con- 
servative investments. The preferred 
stock is a good semi-speculative invest- 
ment. Seven per cent. of its 8 per cent. 
dividend is practically secure and the 
other 1 per cent. reasonably so. 

At present prices of around 170 
it is true the return on the money in- 
vested is rather small, 4.7 per cent, 
but there is always the possibility of 
the dividend being increased to 10 per 
cent, which the management is in a po- 
sition to do any time it desires, as this 


lative possibilities. It pays 7 per cent. and 
the yield is 5.4 per cent on the investment. 
The 7 per cent. dividend can be regard- 
ed as very secure in view of the past 
record of the company, its present strong 
financial position and excellent earnings. 
As a semi-speculative investment it does 
not look unattractive for the speculative 
investor. With the railroad labor ques- 
tion still to be solved, however, it would 
appear to be the more prudent course to 
wait until this matter is out of the way 
before purchasing the more speculative 
railroad securities. 
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The Oldest Powder Mill in America Built 
by E. I. Du Pont in 1802 on the banks 
of the Brandywine, near Wilmington, 
Delaware, where it still stands. 





Du Pont De Nemours’ 
Profits in Powder 


Tremendous Growth from War 
Business — How the Common 
Stockholders 
Position and Outlook for Com- 
pany’s Securities. 


Have Benefited— 





By BARNARD POWERS 





REAT wars always produce great 
(; figures, generals, statesmen, 
financiers, heroes, captains of 
industry, in fact, nearly every impor- 
tant walk of life turns out one or more 
opportunity-created leaders who find 
in the upheaval the grand opportunity 
to write their names into history. As 
the present war dwarfs all others in 
comparison, so does the opportunity 
for fame and fortune render such for- 
mer opportunities insignificant by con- 
trast. The opportunity for Americans, 
as non-contestants, lies in the com- 
paratively uninspiring fields of com- 
mercial endeavor and we are sustain- 
ing our reputation of being past 
masters in that particular line. Foun- 
dations for fortunes of bewildering 
magnificence are being laid and the 
money-dynasties of the Morgans, the 
Schwabs and the Du Ponts, without 
mentioning a thousand others, will 
eclipse anything which the eyes of the 
world has ever gazed upon before. 


The House of Du Pont 

That the house of Du Pont should 
be among the foremost to participate 
in the golden stream of profits which 
the great war loosed, is but natural, 
since the name Du Pont has been asso- 
ciated with the manufacture of explo- 
sives longer than anyone alive now 
can recall. The first powder mill in 
this country (shown in the cut at the 
head of this article) was built at Wil- 
mington, Delaware, by Eleuthere Irenee 
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Du.Pont de Nemours, the founder, who 
reached the United States in 1800. He 
was the son of Pierre Samuel Du Pont, 
the noted publicist of France, who was 
prominent as a writer, thinker and pa- 
triot in the stormy times immediately 
preceding the French Revolution. Eleu- 
there Irenee Du Pont was a skilled pow- 
der maker. He was a student under 
Lavoisier, the foremost expert on explo- 
sives of his day in France, and was, be- 
cause of his ability, recommended by the 
master as superintendent of the French 
government powder plant at Ensonne. 
At that time there were no facilities for 
making gunpowder on a large scale in 
this country, and the plant to establish a 
powder mill in America was received 
with enthusiasm by Thomas Jefferson, 
General John Mason and John Hancock, 
who saw in such a plant, a great source 
of strength to the growing country. 

During the first year less than fifty 
men were employed and some thousands 
of pounds of powder made. a 

At the present time there are thirty- 
six plants in operation, more than 62,000 
men are employed and the output ex- 
ceeds one million pounds of explosives 
each day. 

When the ramifications of the busi- 
ness became so great, it was found 
necessary to incorporate it, which was 
done in 1903. At that time the company 
was doing a gross business of between 
$25,000,000 and $30,000,000 annually— 


and in importance could have been 
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ranked in the first class of American 
corporations. 

Five of the nine officers of the old 
company bore the name Du Pont, two of 
the four which composed the executive 
committee were of that name and there 
were ten Du Ponts on the board of di- 
rectors, totaling twenty-one altogether. 


What War Did 


Up to-the outbreak of the European 
war the Du Pont company had been a 
prosperous enough concern, perhaps 
more prosperous than the average suc- 
pow oy industrial corporation, but one 
which had not figured importantly in 
the public eye and one whose manage- 
ment was considered efficient, but not 
especially brilliant. The astounding 


Speaking of the company’s war orders, 
he: said: 

“You will understand how the foreign 
countries insist that we must treat 
their orders as confidential and not give 
out anything that would afford a basis 
for forming an estimate. We believe, 
therefore, that it would be unwise for 
our company, and distinctly unfair to 
our customers, to make any statement 
as to the detail concerning these or- 
ders.” 

Table 1 shows that net earnings last 
year of nearly $58,000,000 were more 
than eleven times greater than for the 
year preceding and the balance for the 
common was equal to 94.3 per cent. as 
compared with 13.68 per cent. for 1914. 

It should be rememberd that last 








E. I. du Pont de Nemours & Co. Reports for Year Ended_ December 31, 1915, Compared with 
Figures of E. I. du Pont de Nemours Powder Co. (Old Company) for Previous Year 


TABLE 1 

1915 1914 Inc. Dec 
BO MIO | 96.50.00 vino de assieedsenss ave $57,840,758 $5,603,153 a 
ED oe A aus ch enacenddianseie 583, ror $188,910 
rete oko leculs dt wikaseese 57,257,308 4,831,793 i eile 
Preferred dividends ................+- 1,715,033 803,430 ee eth, 
B DES Ladbnté 006606 cidawhecdndsets 55,542,275 4,028,363 Br 
Common dividendst ...............++- Saeee~ > --\weenes 4 ee oe 
Es eines cunnebatshwe? 31,404,603 2,027,363 SAT 
I Seon sci cccwecsss | aeawe ae oe 165,979 
Stock increase** ............00cc0000: 29,955,799 nan 29,955,799 ...... 
RM at tiieh eddewih casibn’ 1,449,804 ee aes 2,744,538 
Previous surplus ...............se0005 7,518,413 3,324,071 3 Se ee 
SEE RIED hae ck conc cvecsiseacscees 8,968,217 7,518,413 oF corer 


*After necessary extraordinary adjustments, including amounts written off for construction 


work for military business. 


tEqual to 94.3% earned on $58,854,200 common stock, against 13.68% on $29,428,708 com- 


mon stock previous year 
tOn common stock 
Nemours & Co. 


of E. I. du Pont Powder Co. and common stock of E. I. du Pont de 


**Amount capitalized in reorganization now represented by portion of stock of E. I. du Pont 


de Nemours & Co. issued in October. 








volume of business which rolled in 
upon the Du Pont Co. from the war 
mounted up into the hundreds of 
millions. The Graphic which accom- 
panies this article gives an inadequate 
idea of the total of this business, as it 
shows only the net profits for 1915 the 
gross not having been reported. The 
following extract from a statement 
made to the stockholders by President 
Pierre S. Du Pont, explains why the 
company has discontinued making pub- 
lic the gross volumes of its business. 


year’s earnings are figured on the new 
company with its much larger capitali- 
zation as compared with the old com- 
pany. From unofficial sources we 
learn that the total war business 
booked by the company is close to 
$400,000,000. A very considerable por- 
tion of these orders were executed in 
1915. Ordinarily the company’s net 


represents about 18 per cent. of the 
gross business each year, and on that 
basis last year’s gross would have 
reached a total of somewhere between 
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$300,000,000 and $350,000,000, but prob- 
ably this is a rather high estimate for 
the reason that the profits on war or- 
ders are much larger than on the ordi- 
nary and commercial business. 


The New Company 


The original Du Pont corporation 
represented the merger of more than 
100 corporations. When the Supreme 
Court in 1911 decided against the com- 
pany in a dissolution suit, the company 
poceeded to restore competition by 
splitting into three parts: the E. I. Du 
Pont de Nemours Powder Co. of New 
Jersey, the Hercules Powder Co. and the 
Atlas Powder Co. When the first named 
company made its final annual report, 
for the year 1914, it had outstanding 
$16,068,801 5 per cent. preferred, $29,- 
397,283 common and a bonded debt of 
$17,046,000. The flood of war orders 
soon made it clear that the old corpo- 
rate structure was not sufficient for 
the new requirements and it was de- 
cided to reorganize and recapitalize, 
“in order that the capitalization might 
be more nearly in accord with the mag- 
nitude of the business and to bring the 
latter under the jurisdiction of the 
laws of Delaware—for over a hundred 
years the home state of the company— 
and with the corporate name identi- 
cally that adopted by the founder of 
the business in 1802.” 

The new company bearing the name 
of E. I. Du Pont de Nemours Co., was 
chartered with the following capitali- 
zation : 

Authorized Outstanding 


Common stock (par 
$100) 
Common stock held in 
SONNE WiGisdiccbses 
Debenture stock, 6% 
cumulative voting... 
Debenture stock, 6% 
cumulative non- 
VOUEG ccccccccscese 
Debenture stock held 


in reserve 


$80,000,000 $58,854,200 


*31,426 


eee eee eee eeee 


eee eeeee 


10,000,000 


100,000,000 60,774,033 
*45,006 


*Held in reserve stock represents the estimated 
value of the few remaining shares of subsidiary 
companies not actually owned by the E. I. Du Pont 
de Nemours Powder Co. 


The new company acquired the old 
for $120,000,000 on the following 


terms: $1,484,000 in cash; $59,661,700 





par value in debenture stock and $58,- 
854,200 par value in common stock. 
Common stockholders in the old com- 
pany received the common stock of the 
new company which was the equiva- 
lent of a 200 per cent. stock dividend. 
The company’s outstanding $1,230,000 
5 per cent. bonds were redeemed in 


E.l. DUPONT DE NEMOURS &.CO. 
PHENOMENAL GROWTH OF EARNINGS 


1810 it 81812 i813 i814 1915 





cash, and an offer was made to pur- 
chase the $14,166,000 outstanding 4% 
per cent. bonds in 6 per cent. non- 
voting debenture stock, par for par, 
so that the holder of $1,000 4% per 
cent. bonds would receive $1,000 6 per 
cent. stock. The old company’s 5 per 
cent. preferred stockholders were 
given the option of (1) accepting for 
each $100 par value of old stock $100 
par value 6 per cent. cumulative non- 
voting debenture stock, this represent- 
ing a 20 per cent. annual increase in 
income, or (2) accepting for each $100 
par value of old stock, $83% par value 
of 6 per cent. voting debenture stock 
of the new company with the privilege 
of exchanging for non-voting deben- 
ture stock at any time prior to April 
25, 1915, receiving therefore $100 par 
value, non-voting debenture stock for 
each $83% of voting debenture stock. 
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Up to the time of the war the old 
company had been a satisfactory and 
steady dividend payer, but not one 
such as to attract any special attention. 

Dividends 

When the war profits commenced to 
roll in the stockholders were deluged 
with “extras.” Table 2 shows the com- 
pany’s dividend record up to the time 
of its great expansion. 

In addition to the dividends men- 
tioned in Table 2 the company has de- 
clared the following: March 26, 1915, 
an extra of 2 per cent. and a special 
dividend of 5 per cent., payable in 6 
per cent. preferred stock of the Atlas 
Powder Co., on August 25, 1915, an 
extra of 8 per cent. payable on October 

‘ 15, 1915, per cent. payable in stock 
of the new company on November 24, 
1915, 2814 per cent. on the new com- 
mon stock on February 21, 1916, a spe- 


400 THE MAGAZINE OF WALL STREET 


cent., while the new preferred or “de- 
benture” stock is paying at the rate of 
6 per cent. 


Position of Stocks 


Today the company is making ap- 
proximately $60,000 worth of powder 
daily for Europe and when its ex- 
tensive plant enlargements are com- 
pleted it will manufacture at the rate 
of $150,000 daily, or $45,000,000 per 
annum. The company is spending 
about $5,000,000 in plant additions. 

It is obvious that the speculative 
element in its securities centers largely 
in the new common stock. Earnings 
on the new preferred are so many 
times dividend requirements that this 
security might as well be regarded as 
safe as a bond. At 103 it yields 5.7 
per cent., which is a very good return 
on a stock so well buttressed in respect 








Years 1903 1904 1905 
SN Peerreerce 2%4% 5 % 5 % 
DEE -woesesaness itetiae 14% 314% 


TABLE 2 
Du Pont de Nemours Dividend Record 


1906 1907-8 1909 1910-12 1913-15 
5 % 5% 5 % 5% 5% 
644% 7% ™%% 12% 8% 








cial dividend of 22% per cent. of which 
5 per cent. was payable in cash and 19 
per cent. in Anglo-French bonds with 
coupons attached at 95,-and on May 31 
last 25 per cent. on the new common, 
which included the regular quarterly 
dividend of 1% per cent. and a special 
dividend of 23% per cent., of which 5.8 
per cent. is payable in cash and 19.2 per 
cent. in Anglo-French bonds. Thus it 
appears that the new common received 
30 per cent. last year and 49 per cent. 
for the current year to date, making a 
total of 79 per cent. in less than a 
' year’s time. Well might the Du Pont 
) stockholders exclaim, “Fair enough.” 
The old preferred is paying dividends 
at the rate of 5 per cent. annually and 
the old common at the rate of 6 per 


to earnings. With the common stock 
selling at between 290 and 300 one is 
naturally inclined to ask whether that 
level does not measurably discount 
present and prospective earnings. The 
answer to the question as to whether 
or not the common is likely to sell 
much higher is involved in the question 
as to how long the present war is likely 
to last. If the war continues for two 
or three years longer Du Pont will 
doubtless continue to distribute earn- 
ings on such a scale as to make the 
stock look cheap at the present time, 
but if the war should end suddenly in 
the near future it is very doubtful if 
owners of the stock at present prices 
would have an opportunity to cash in 
at any considerable profit. 
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A stop loss order is financial insurance. 
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“Coppers” and Their Cash Holdings 


Why Are the Important Copper Companies Piling Up so 
Much Money in Their TreasuriesP—Four Big Compa- 
nies Have Upwards of $25,000,000 — An Argument for 


Larger Dividends. 





By ARTHUR CONANT 





66 HY are the copper companies 
accumulating so much cash?” 
This question has been asked 
many times in the last few weeks, even 
in quarters usually well posted. 

All of the leading companies appear 
to be accumulating cash beyond any 
likely requirements. Take four impor- 
tant porphyry companies, for instance 
—Utah, Chino, Nevada Consolidated 
and Ray Consolidated. Recently Utah 
Copper declared the regular quarterly 
dividend of $1.50 and an extra of $1.50 
as compared with the regular and an 
extra of $1 for the previous quarter ; 
Chino declared an extra of $1 in addi- 
tion to its recently increased regular 
declaration of $1.25; Nevada Consoli- 
dated disbursed the regular quarterly 
of 37%4c. a share and an extra of the 
same amount as compared with the 
regular dividend and an extra of 12%c. 
a share for the previous quarter, and 
Ray Consolidated declared its regular 
quarterly dividend of 50c. a share and 
no extra. 

Utah Copper has about $9,500,0Q0 
cash on hand, which will be increased 
to about $13,000,000 by the time the 
dividend is payable. Chino has about 
$4,500,000, which will soon total $6,- 
000,000. Nevada has $3,500,000, and 
before long will have close to $4,500,- 
000, while Ray has about $1,000,000. 

In short these four companies by 
the time their dividends are payable 
will have cash resources aggregating 
$25,000,000 as against dividend require- 
ments of $8,365,000, round figures. 

With the exception of Ray, which 
perhaps requires all of its present 
working capital, these companies could 
have declared larger dividends and 
still be left with ample working capi- 
tal. At the last meeting Utah could 
have declared $7 in dividends and still 
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have cash remaining totaling $2,000,- 
000 ; Chino $6, leaving cash of $780,000, 
and Nevada $2, leaving cash of $500,000. 

None of these companies are financ- 
ing outside operations or inside devel- 
opment work requiring the large 
amounts of cash they are now holding. 
To be sure, Utah appropriated $2,500,- 
000 for enlargement purposes, but that 
sum can hardly be spent in less than a 
year’s time. And the copper com- 
panies are just now entering into the 
period when the highest prices for the 
metal sold several months ago, is be- 
ginning to appear in earnings. None 
of these companies are borrowing to 
finance their copper. 

In view of these facts the query is 
pertinent, at least, as to whether the 
stockholders are not entitled to larger 
dividends. 

The two most plausible reasons 
which suggest themselves as explain- 
ing the situation are, first, stock mar- 
ket purposes and, secondly, the build- 
ing up of reserves to insure regular 
dividends in bad times. The action of 
the coppers does not appear to war- 
rant the first and the stockholders 
might well say to the second that they 
are quite competent to act as guar- 
dians for their own money. 

The theory of mining propositions 
has always been that they should pay- 
as-they-go. The stockholder of today 
is entitled to the earnings of today, 
above working capital and other rea- 
sonable requirements of his company. 
If the large copper companies have un- 
wieldy cash balances lying in the banks 
at 3 per cent. interest the copper share- 
holder might say with reason: 

“Give me my portion of cash not 
deeded for corporate purposes and I 
will put it in the bank at 3 per cent. 
interest or reinvest it. 

















Railroad and Industrial Inquiries 





Railway Steel Spring 


B. E. W., Cambridge, Mass.—Railway Steel 
Spring manufactures car wheels and _ steel 
springs in use on nearly all_the railroads 
of this country. For the year ended Decem- 
ber 31, 1915, the company earned 3.1% on the 
common stock. Just how large current earn- 
ings are, is not definitely known but reports 
are to the effect that the company is running 
close to capacity on profitable business. At 
prone prices of 47%, the stock appears to 
ave discounted a good deal of favorable 
news, and our suggestion would be for you 
to sell out, especially as we are not looking for 
any extensive upward move in the market. 





St. Paul 


F. J. N., Omaha, Neb.—St. Paul is report- 
ing excellent earnings but it must be remem- 
bered that the railroads have still to face the 
labor problem. It is generally believed that 
this will be settled but there are likely to be 
a few scares in it which will enable one to 
purchase the railroads somewhat under pres- 
ent levels. 


Babcock & Wilcox 


E. D. L., Jersey City, N. J—There is so 
little information as to the earnings of Bab- 
cock & Wilcox that it is difficult to form an 
opinion as to the value of the stock. In Janu- 
ary it was reported this company received a 
$20,000,000 order for 9.2 inch shells, this or- 
der to be completed before July Ist. Last 
month, the management stated that the com- 
pany was operating at capacity and had large 
orders ahead. The war stocks generally ap- 
pear to have had their day and we are not of 
the opinion that there will be another upward 
move in them—taken as a class. Our sug- 
gestion would be for you to sell this stock 
out as soon as you can do so without taking 
a loss. It is quoted 113 bid, 115 asked. 





Hupp Motor 


F. H. S., Lock Haven, Pa.—Hupp Motor 
Co. has $5,000,000 common and $1,500,000 7% 
cumulative preferred stock, convertible into 
an equal amount of common. The par value 
of the common stock is $10, and of the pre- 
ferred, $100. Earnings for 1914 were $545,000, 
in 1915 they were $500,000. Earnings for 
1916, it is estimated should be as high as 

, It must be remembered, however, 
that automobile industry is.now in the midst 
of a boom and there is likely to be a reac- 
tion. Production is greatly increasing and 
sooner or later supply will exceed demand. 
When this occurs, large profits which the 
automobile companies are now showing will be 
decidedly lessened. For that reason, we re- 
gard purchase of the motor: stocks at the 
present time as rather risky speculations. 
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Atlantic Coast Line 

M. C. B., Collins, N. Y.—Atlantic Coast 
Line for the past few years has pursued a 
conservative dividend policy which has en- 
abled it.to keep the road in excellent physical 
shape. For example, for the year ended June 
30th, 1913, there was a surplus of $3,293,041 
which was not paid out in dividends. In 1914 
the surplus was $2,520,051, and in 1915 $863,- 
201. If earnings continue to show up as well 
as they have the past several months, we be- 
lieve it quite probable that Atlantic Coast 
Line will shortly be put back on a 7% basis. 





Boston & Maine 


G. H. A., Cleveland, O.—Boston & Maine 
has shown a remarkable increase in earnings 
but its present prosperity may to a certain 
extent, be of a temporary nature. We are in- 
clined to the opinion that the opportunity will 
present itself to pick up this stock somewhat 
cheaper than prices now prevailing of around 

Of the two stocks we would be inclined 
to favor Boston & Maine as a long pull prop- 
osition. United States Rubber in our opin- 
ion should only be purchased for speculative 
turns. 





Aeroplane Companies 
L. H., New Castle, Pa—What the future 
of the aeroplane business will be is still rather 
an uncertain question. While the present war 
lasts there is bound to be big demand, but 
once the war is over this demand is likely to 
fall off to a very great degree. Aeroplanes 
are not yet being taken up to any great extent 
as pleasure vehicles, and therefore the demand 
for them is limited. We would not therefore, 
be inclined to consider the preferred stock of 
an aeroplane company as a safe investment. 
The Thomas Aeroplane Corporation preferred 
stock carries with it two shares of common, 
and we should say that as a speculative pur- 

chase it has very fair possibilities. 


Amer. Car & Foundry 

S. S, N. Y. City—American Car & 
Foundry has taken over $7,000,000 war 
orders and domestic business has been 
coming in so heavily recently that the plants 
are said to be operating at full capacity. 
There is no information available as to how 
much the company is now earning. For the 
year ended April 30, 1915, about 1% was 
earned on the common stock but, of course, 
these earnings covered a period of stagna- 
tion in the equipment business. The com- 
pany is in strong financial condition. At 
present prices the stock would appear to 
have discounted the improved outlook of 
the company. Its earning power in normal 
times would not seem to justify the high 
price at which the stock is now selling. For 
the five years ended April 30, 1915, the com- 
pany averaged 3.8% per annum on the 
common stock, and paid out 2%. 
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Canadian Car & Foundry 

A. B. J., Norwood, Ohio.—Canadian Car 
& Foundry Co. is now handling its war 
orders exclusively in this country. Recent 
reports are to the effect that deliveries are 
being regularly made and that everything 
is running smoothly and up to expectations. 
As, of course you know, the company had 
considerable trouble with its war orders in 
the beginning, and the Russian Government 
had to come to its assistance financially. 
This probably was costly to the company 
and caused considerable of its prospective 
war order profits to evaporate. We are 
inclined to the opinion, however, that the 
company has seen the worst and that it 
will still make reasonable profits from its 
war business. The preferred stock is now 
selling in the 80’s but is very inactive at 
that level. It must be regarded as a risky 
speculation, but should everything go well 
with the company from now on, as is ex- 
pected, it is reasonable to expect it to go 
to higher levels. 





Denver & Rio Grande 


K. M. B. N. Y. City—Denver & Rio 
Grande securities are in a rather peculiar 
position at the moment. The earnings of 
the road are excellent and would appear to 
justify a higher price than the stocks are 
new seling for. The “nigger in the wood 
pile” is Denver & Rio Grande’s guarantee 
of the $50,000,000 first mortgage bonds of 
the Western Pacific. This guarantee has 
been a drag on Denver & Rio Grande for 
a long time and has been the main cause 
of the large decline in this company’s 
shares. An effort is now being made to 
reorganize the Western Pacific and relieve 
the Denver & Rio Grande of part of its 
burden. Whether this reorganization will 
be successful is still a matter of doubt. 

On February 16, S. C. Wright, a bond- 
holder of Western Pacific, filed a petition 
in the U. S. District Court to be allowed 
to intervene in the suit against the railway 
by the Equitable Trust Co., New York. 
According to Mr. Wright’s petition, the 
Equitable had neglected to make Denver 
& Rio Grande a co-defendant in the suit. 
This brings in the question of a guarantee 
of the bonds. While there are many uncer- 
tainties in the situation, we are inclined to 
the opinion that Denver & Rio Grande will 
work out all right and as you have a loss 
at present prices, we suggest that you hold 
your stock. 


Driggs-Seabury 

M. C. J., Atlantic City, N. J.—Driggs- 
Seabury Ordnance Co. was incorporated 
August 14, 1915, and succeeded the Driggs- 
Seabury Ordnance Corporation. The 
Savage Arms Company has also been 
acquired, The present capitalization of the 
company is as follows: 

First preferred stock, $500,000; Second 
preferred stock, $500,000; Common stock, 
$10,000,000; Bonds, $1,500,000. 

The common stock is now on a 20% per 
annum basis. The initial dividend of 2%% 
was paid March 31. 

Driggs-Seabury is said to have $20,000,- 
QUO war orders and Savage Arms also $20, 
000,000, so that the combined war orders 
amount to $40,000,000. The president of 
the company has estimated that profits on 
these will be at least $6,500,000, equal to 
about 65% on the $10,000,000 common stock. 

This company is decidedly a “ war bride” 
and what earnings it will be able to show 
after the war is over is very much a matter 
of doubt. With as manp companies as 
there now are specializing in munitions, any 
business available in this line after the war 
will hardly be enough to go around. 
Should the war last another year, however, 
Driggs-Seabury has good possibilities of 
being able to make enough profits to justify 
the present price of the stock. 





Peerless Motor 

W. A., Coshocton, Ohio.—In 1915 Peer- 
less Motor earned $11 per share on their 
stock after liberal charges for depreciation. 
This is equal to 22% on the stock, the par 
value of which is $50. It has also been 
announced by interests close to the manage- 
ment that the first quarter of 1916 showed 
net earnings equal to about $5 per share. 
It is impossible for us to tell you just what 
percentage of the earnings has come from 
war business and what from domestic busi- 
ness. However, the company has recently 
shown a healthy increase in domestic busi- 
ness. While the company’s earning power 
will undoubtedly be somewhat cut when 
the large war orders cease, it is generally 
thought that it should prove to be an excel- 
lent earner on straight domestic business. 
It is in strong financial condition with close 
to $4,000,000 working capital. We are en- 
closing a copy of the consolidated balance 
sheet of the subsidiary companies of No- 
vember 30, 1915, which illustrates their 
strong position financially. 








TELEGRAPHIC SERVICE TO YEARLY SUBSCRIBERS 


The Magazine of Wall Street has made arrangements by which yearly subscribers who 
desire prompt replies to their inquiries may receive them by telegraph—the only expense incurred 
being the cost of the telegram, which will be sent collect. We urge subscribers to use this method 
when they expect to take quick action in the stock market, as one or two days’ delay might re- 








sult in a loss that a telegram would have saved. 
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Railroad and Industrial Digest 


Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and Mining 
Digest, contain condensations of the latest news regarding the companies mentioned. The items 
are not to be considered official unless so stated. Neither THE MAGAZINE OF WALL STREET 
nor the authorities for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. 
—Editor. 





RAILROADS 





Atchison.—Reports for 10 mos. ending 
April 30 gross of $91,989,114, an increase 
of $11,436,063 over 1915, and net of $32,- 
258,609, an increase of $6,735,946 over 1915. 


Baltimore & Ohio.—Decrease in net of 
$625,735 for April was wholly a matter of 
higher maintenance. Against $1,612,020 ad- 
ditional revenue co. put $1,715,051 more 
into upkeep than in same month of 1915. 
This year the balance for com. stock will 
be about 8%% as against 5% last year. 


Bangor & Aroostook.—Co. has again in- 
creased semi-annual dividend. Directors 
have declared 2%, payable July 1 to stock 
of record June 30. In January road paid 
only 1%. May earnings are not yet com- 
pleted, but estimates indicate gross will 
show another good gain, from 15% to 18% 
ahead of same month in 1915. 


Boston & Maine.—Executive committee 
has declared effective plan for extension 
to July 17 of $13,300,000 notes due June 2. 
Interest on these will be discontinued at 
rate of 6% per annum. Holders of more 
than 97%4% of notes outstanding have 
agreed to proposed extension. 


Chesapeake & Ohio.—For year endin 
June 30 Chesapeake will earn about 10.3% 
on its $62,792,000 stock, compared with 
4.24% last year. Practically all this surplus 
will have been put back into property. 


Chicago Great Western.—Report for 10 
mos. ending Apr. 30 shows gross of $12,- 
619,870, an increase of $968,847 over same 
period previous year, and operating income 
of $3,125,738, an increase of $729,711. 


Chicago, Indianapolis & Louisville.—Di- 
rectors restored com. stock to dividend 
basis by declaring 34%. This was an- 
nounced as “a dividend.” Previous divi- 
Cond of 3%% annually was passed in June, 


Chicago, Milwaukee & St. Paul.—Report 
for 10 mos. ended Apr. 30 shows gross of 
$87,372,275, an increase of $10,991,966 over 
same period of 1915 and net of $27,043,096, 
an increase of $6,868,451. Directors meet 
latter part of July for dividend action, and 
while no increase may be forthcoming at 
that time, it may be at following semi- 
annual meeting. Pres. Earling.is enthusi- 
astic as to business prospects. He believes 
that traffic will be well maintained whether 
the war goes on or not. 


Chicago & North Western.—For 10 mos. 
ending yt 30 net was $22,822,135, increase 
of $3,990,563 over 1915, and surplus $14,128,- 
763, increase of $4,574,583.. This road has 
invited bids for 57 passenger cars. It has 
received in past 6 weeks from eastern con- 
nections 6,000 more box cars than it de- 
livered to them, which shows congestion 
on seaboard is lessening . 


Delaware & Hudson.—Report for 10 mos. 
ended Apr. 30 shows gross $21,437,096, in- 
crease of $2,528,879 over same period of 
oe and net $7,495,484, increase of $1,465,- 


Duluth, South Shore & Atlantic.—Net for 
10 mos. ended Apr. 30 was $840,895, an in- 
crease of $402,353 over same period of 1915. 


Louisville & Nashville.—Increased the 
dividend rate from 5% to 7% by declaring 
a semi-annual dividend of 3%4%. 18 mos. 
ago rate was lowered from 7% to 5% when 
collapse of southern business following be- 
ginning of the war cut into earnings of 
southern roads. 


Maine Central—Estimated that for fiscal 
year ending June 30 surplus will be $500,000 
ahead of previous year. 

Minneapolis & St. Louis —Announcement 
has been made that readjustment committee 
controls 80% of outstanding stock. Only 
75% is required to make plan effective. At 
the request of opposing minority committee, 
stockholders’ meeting was adjourned until 
June 19 in order to work out and submit 
another plan. Minority committee apparent- 
ly represents only a little over 9,000 shares. 

Missouri, Kansas & Texas.—Net earnings 
for 10 mos. ended April 30 were nearly 
$3,500,000 less than ‘those in corresponding 
period of 1915. 

New York Central.—Talk of consolidation 

with Cleveland, Cincinnati, Chicago & St. 
Louis said to be somewhat premature. Pre- 
liminary work upon such plan said to be 
going on, but there is hardly likely to be 
any definite plan announced for some 
months to come. 
_ Northern Pacific—Estimated that earn- 
ings for current fiscal year will be around 
10% on its stock. The previous year 7.6% 
was earned. 

Pittsburgh, Cincinnati. Chicago & St. 
Louis—For first 4 mous. of 1916 surplus 
after charges was $1,412,204, an increase of 
$1,312,313 over same period last year. 
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Rock Island.—It is estimated that earn- 
ings for 12 mos. ending June 30, 1916, will 
be better than 4% on its $74,000,000 stock. 
Rock Island’s improvement in_ its equip- 
ment was well illustrated in April. In April, 
1915, the hire of freight equipment showed 
a debit of $77,754 against a credit this year 
of $37,715. 


Southern Railway.—Indications are that 
for present fiscal year the largest gross 
earnings in company’s history will be shown 
and very possibly the largest net income. 
Expected that between 13% and 14% will be 
earned on preferred stock. 


Wabash.—For 6 mos. ended April 30. the 
first 6 mos. since this road emerged from 
receivership, net earnings totaled $5,391,331, 
as compared with $2,140,280 in correspond- 
ing 6 mos. of previous year, an increase of 
over 150%. Fixed charges for a full year 


will amount to $6,000,000, so that in first 
6 mos. road has earned nearly 90% of its 
annual fixed charges, or at rate of between 
9% and 10% preferred “A” stock. It is 
thought dividends on this issue will not be 
started until first of next year. 


Wabash-Pittsburgh Terminal.—Estimated 
that net earnings for 12 mos. ending June 
30, 1916, from railroad properties will be 
$650,000, while coal properties are expected 
to show net profit of $200,000 additional. Re- 
organized company will have annual fixed 
charges of only $261,000, while dividend re 
quirements on new preferred will amount 


to $544,000. 


Western Pacific.—Earnings for 10 mos. 
ended Apr. 30 were equal to twice interest 
charges on the new $20,000,000 first mort- 
gage bonds which it is proposed to issue 
under the present reorganization plan. 





INDUSTRIALS 





Explosives. — Negotiating with 
Allies for contract for 40,000,000 Ibs. of 
smokeless powder. This would mean $30,- 
000,000 gross business. 


Allis-Chalmers.—Declared regular quar- 
terly dividend of 114% on pfd. and extra div- 
idend of 14% on account of back dividends, 
payable July 15 to stock of record June 30. 

American Agricultural Chemical. — De- 
clared regular quarterly dividend of 142% on 
pfd. and 1% on common stock, payable July 
15. Company has practically succeeded in 
wiping out its floating debt. 

American Beet Sugar.—lIntends to plant 
larger acreage of beets this year than last. If 
price of sugar hold up well balance of year 
it is expected earnings will be materially 
larger than for year ended March 31, 1916, 
when $19 a share was earned. 

American Can.—Effective June 1 co. has 
increased prices of its packers cans, increase 
amounting to from 75c. per 1,000 cans to $3.00 
per 1,000 cans. All cans purchased after Jan. 
1 of this year were increased from prices ob- 
tained during last 3 mos. of 1915. 

American Car & Foundry.—Will shortly 
issue report for year ended Apr. 30, 1916. Is 
expected that earnings will show not far from 
15% earned on com. 

American Coal Products.—Declared regu- 
lar quarterly dividend of 134% on com. and 
extra dividend of 7% in com. stock, also 
regular quarterly dividend of 134% on pfd. 
The stock dividend based on market value of 
— is equal to 10%4%, with stock selling at 
150. 


Aetna 


American Pneumatic Service.— For year 
ended March 31, 1915, showed net earnings 
of $479,254 equal to 3.38% on second pfd. 
stock after allowing for dividend requirements 
on first pfd. This compares with 4.05% 
earned on second pfd. previous year. 





Atlantic Gulf & West Indies. — Applica- 
tion is expected to be made to list the com- 
pany’s common and preferred stock on New 
York Stock Exchange. In 1916, net profits 
of the co. are conservatively estimated at not 
less than $25 per share on com. stock after 
allowing for 5% preferred dividend. 


American International Corporation. — 
The Allied Machinery Co., a subsidiary, is 
doing export business of $1,000,000 a month 
with satisfactory profits. American Inter- 
national Corporation has also a handsome 
profit on its money invested in International 
Mercantile Marine and United Fruit stock. 


American Locomotive.—Orders for loco- 
motives closed for 5 mos. ended May 31 to- 
taled 706. Co. is practically booked up until 
close of calendar year. 


American Woolen.—Of $2,000,000 goods 
intended for U. S. Army this co. was lowest 
bidder on over 70%. It is still running all 
of its big plants at full capacity. 


Bethlehem Steel—Extensive new con- 
struction plan has been decided upon which 
will involve expenditure of $70,000,000. All 
money will be provided from earnings. Re- 
ported that co. has taken orders for manufac- 
ture of several big siege cannon. 


Bliss (E. W.)—Expected this co. may cut 
a “melon” in near future. There is $250,000 
unissued com. stock which could be turned 
into a 20% stock dividend. Co. is also in 
strong cash position and could pay a large 
extra cash dividend. In 1915 $217 a share 
was earned as against $36 in 1914. 


Canada Foundries & Forgings.—For first 
4 mos. of 1916 earnings were equal to first 6 
mos. of 1915. 

Cuba Cane Sugar.—Estimated this co. has 
now close to $20,000,000 working capital. A 
$7,000,000 preferred dividend fund must be 
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set aside before dividends can be started on 
com. 


Distillers Securities—Expected to earn 
$3,000,000 net in last 6 mos. of 1916, which 
would be $1,100,000 in excess of the year’s 6% 
dividend. Whiskey prices have advanced 
sharply. 


Du Pont Powder.—Has paid 4834% extra 
dividends on com. so far this fiscal year, of 
which 224% was paid in Anglo-French 
bonds. 


Eastern Steel.—Declared dividend of 7% 
on account of accumulated dividends on first 
preferred. A similar dividend was declared 
on Apr. 6. 


Emerson Phonograph.—Strength and ac- 
tivity of stock has been due to rumors of 
dividends and a very important patent de- 
cision recently handed down which will fa- 
vorably affect the company. 


Fisk Rubber.— Expected to do gross 
business in 1916 of over $19,000,000, and by 
end of this year will have a sustained produc- 
tive capacity of 10,000 tires per day. 


Ford Motor Co.—For year ending July 
31, 1916, production will exceed 550,000 cars. 
Since organization nearly 1,400,000 cars have 
been turned out. 


General Electric.— Gross earnings run- 
ning at rate of $170,000,000, or 73% ahead of 
last year. This does not include any war 
business. 


Grant Motor Car Co.—Closed contract 
totaling about $3,000,000 with French com- 
pany. Number of cars sold under contract 
was 4,500. On July 1 production will be in- 
creased to 15,000 cars per year. On basis of 
15,000 cars a year, co. will have estimated 
earning power of 50% on com. stock. 


Grasselli Chemical.—Declared dividend of 
1%% and 3%4% extra payable June 30. Co. 
earned 41% in 1915 and 1916 earnings will be 
materially larger. 


Great Western Sugar.—Increased annual 
dividend rate on com. stock from 5% to 7%. 


Hercules Powder.—Declared extra divi- 
dend of 13% on com. stock, payable June 25. 


Hupp Motor.—Reports shipments during 
month of May increased 54% over those of 
May, 1915. Immediate delivery orders on 
hand as of June 1, 1916, were 70% in excess 
of those on hand a year ago. 


International Mercantile Marine. — Cash 
ition of the co. as of June 1 is estimated 
in excess of 500,000. Net earnings for 
first 4 mos. of 1916 were $19,451,753. Con- 
tinued throughout the year at that rate there 
would be shown for the preferred stock about 
$31,140,000 equal to approximately 60% after 
allowing for interest on bonds as now exist- 
ing, depreciation and the 60% British War 
ax. 


International Paper.—Floating debt is be- 
ing rapidly cut down. On June 1 it is esti- 
mated that it stood at $1,800,000, whereas 
only 15 or 16 mos. ago it was $5,450,000. 


International Salt.— Declared regular 
dividend of % of 1% and extra dividend of 
1% payable July 1. 


Kapo Manufacturing Company has ac- 
quired the business of the American Life 
Saving Garment Company of Boston, manu- 
facturing garments and mattresses, having as 
a base KAPOK, a fibrous substance, grown in 
the Island of Java. 100,000 shares of Treas- 
ury stock are now being offered to the pub- 
lic for the purpose of developing the Com- 
pany’s business. The earnings for this year 
are estimated between $200,000 and $250,000 
which would be equal to about $1.00 per 
share of issued stock. 


Kathodian Bronze.—Finished cartridges 
are now being turned out at the company’s 
plant at Nyack. Two units of machinery out 
of proposed 22 are now operating. 


Kresge, (S. S.)—May sales were $2,033,- 
711, an increase of $342,707. Quarterly divi- 
dend of 144% declared on com. stock. 


Lindsay Light.—For year ended May 31, 
ote 3 will show about 25% earned on com 
stock. 


McCrory Stores.—May sales were $498,- 

» an increase of $67,411. Declared regular 
oneey dividend of 134% on preferred 
stock. 


Maxwell Motor. — Over 80% of dividend 
warrants issued on account of the 144% back 
dividends on first preferred stock have been 
converted into first preferred stock. Time for 
conversion has been extended from June 30 
to and including July 31. 

Midvale Steel—It is stated that no divi- 
dend action will be taken on com. stock until 
results for 6 mos. ended June 30 are fully in 
hand. Earnings are estimated to be at rate of 
$13 to $14 per share. 

New York Air Brake.—Gross earnings for 
May totaled $4,000,000. For entire 1915 year 
gross earnings were only $4,731,529, and in 
1913, the best previous year, $3,186,543, so that 
in single month co. produced more than in 
any 12 mos. except 1915. There is no ac- 
curate information as to just how much profit 
company is getting from its gross business 
at present time. 

Pacific Mail.— For year ended Apr. 30, 
1916, earned $2.51 per share on $1,000,000 
capital stock (par $5). This was after charg- 
ing off $549,610 as special depreciation reserve. 

Paige-Detroit. — Stockholders increased 
authorized stock from $1,000,000 to $2,000,000 
and declared stock dividend of 80%. The par 
value is also reduced from $100 to $10. A 
monthly cash dividend of 3% was declared 
payable June 10. On estimated production of 
16,000 cars in 1916, net profits are expected to 
be about $1,500,000. 
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Packard Motor Car Co.—Estimated that 
for current fiscal year will earn around 
$5,000,000 net for its $8,000,000 com. stock, 
which is equal to 60%. This is after allow- 
ing $1,700,000 for depreciation. In 1915, 14% 
was earned. 


Peerless Truck & Motor.— Rumor that 
another combination may be created within 
next several weeks to include certain well 
known automobile cos., one of which will be 
Peerless. Current earnings running at rate 
of $12 per year. Peerless is controlled largely 
by General Electric and National City Bank 
interests. 


Pittsburgh Steel.—April earnings were at 
rate of nearly 75% per annum on com. stock. 
Large profits now being made are being used 
to retire notes, of which $5,000,000 were sold 
in January, 1915. So far $3,000,000 have been 
purchased or redeemed and another $1,000,000 
have been called for payment on July 1. 


Railway Steel Spring.—Sales in first half 
of 1916 will show heavy increase over same 
period last year. This is due in large degree 
to export business. Domestic business is also 
good. 


Remington Arms.—Several thousand rifles 
have so far been shipped. Regular shipments 
are now going forward in increasing volume. 


Saxon Motor.—For 11 mos. ended May 
31 co. earned 20.8% on its stock. June will 
be a record month. 


Sears, Roebuck.—For first 5 mos. of 1916, 
sales totaled $56,310,912, an increase of 24% 
over same period of 1915. Net earnings this 
year estimated between $11,000,000 and 
$13,000,000. If they reach $12,000,000 this will 
mean 20% earned on com. stock. 


Semet-Solvay. — Authorized stock in- 
creased from $8,000,000 to $10,000,000. Stock- 
holders of record May 31 given right to sub- 
scribe pro rata to increased shares at $200 
per share. 


Sloss-Sheffield.—Co. sold ahead at good 
prices and practically full operation is assured 
for some mos, Earnings running at rate of 
20% on com. stock. 


South Porto Rico Sugar.—Declared extra 
cash dividend of 20% on com. stock and extra 
stock dividend of 18%, in addition to regular 
quarterly dividends of 2% on — and 
5% on com., all payable July 1 to stock of 
record June 17. 


Stewart-Warner Speedometer.—Expected 
to earn $2,400,000 net in 1916 or over 23% 


on its stock. This is after charging off 
$500,000 for new construction. 


Studebaker.—Sales since Jan. 1 have been 
running 80% ahead of a year ago, and profits 
for first 6 mos, will be larger than for same 
period of 1915, notwithstanding that last year 
war orders yielded $3,000,000 profits. No ad- 
ditional war orders have been taken and cur- 
rent profits are entirely from peace business 


Submarine Boat Corp.— Contract signed 
with French Government covering construc- 
tion of 10 submarines and 200 high speed 
launches. Contract totals $12,700,000. Con- 
tract with Italian Government for 6 sub- 
marines, involving $4,500,000, has also been 
closed. There is over $1,500,000 cash on hand. 
$3,300,000 Anglo-French bonds and other cur- 
rent assets of $4,000,000. 


United Cigar Stores——Net earnings for 
first 5 mos. of year increased 40% over pre- 
vious year. Co. is carrying largest cash bal- 
ance in its history. To increase number- of 
agencies this year from 100 to maximum of 
1,000. 150 new stores will be opened. 


United Fruit—For 8 mos. ended May 31 
net profits from all sources showed gain of 
90%. For year ended Sept. 30, 1916, earnings 
are expected to be close to 20% on stock. 


U. S. Steel—Unfilled tonnage on May 31, 
9,937,798 tons, an increase of 108,247 tons 
over previous month, and the highest on 
record, 


Vulcan Detinning.—Net earnings for first 
mos. were $21,029, which compares with 
$26,658 for corresponding period in 1915. 


Westinghouse Electric.— Earnings for 
April and May reported to be double those 
of corresponding months of last year. Con- 
tract for 3,000,000 more rifles and an order for 
6 inch and 8 inch shells is reported to be un- 
der consideration. 


Weyman-Bruton.—Declared regular divi- 
dend of 3% and extra of 4% payable July 1. 


_ White Motor.—Earned 54.3% on its stock 
in 1915. Output was 8,100 vehicles. 


_ Willys-Overland.— Proposed consolida- 
tion of this co. with the Hudson, Chalmers 
and Auto-Lite Co. has been abandoned. 


Woolworth (F. W.)—Sales for May in- 
creased 1425%. 


Worthington . — Declared initial 
quarterly dividend of 14% on-class “A” pre- 
ferred stock. This is the reorganization of 
the International Steam Pump Co. 








In yields, as in everything else, something for nothing is 


not to be obtained. 
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Bond Inquiries 





Rock Island Debentures 


S. L. W., Philadelphia, Pa—The Rock 
Island debentures we regard as an attractive 
speculation at present prices of around 5/7. 
The common stock, on the other hand, we 
believe to be a risky purchase at present 
levels of 20. The stock will, in all probabil- 
ity, have to meet a $40 assessment and, while 
it is probably worth its present price, there is 
likely to be last minute liquidation by weak 
holders unable to pay the assessment, which 
would force the price considerably lower and 
enable the prospective purchaser to get it at 
what might be regarded as a very cheap 
price. If you sell Rock Island short and stay 
short through the reorganization, the assess- 
ment would be paid to you and you would 
have to pay this assessment to the reorganiza- 
tion committee and get the new securities 
with it. If you go short of Rock Island, our 
suggestion would be to cover it just before 
the assessment falls due, as the stock is then 
likely to be selling at its lowest price. 





United Fuel & Gas 6’s 


S. F. G., Buffalo, N. Y.—United Fuel Gas 
6% bonds are an unseasoned security and 
while they appear to have excellent security 
behind them, must be considered as semi- 
speculative. This company owns gas rights 
on 857,000 acres of land in West Virginia, 
Ohio, and Kentucky, and oil rights on 438,000 
acres in those states. It also owns extensive 
pipe line distributing stations, gas and oil 
wells, and also other real estate. There are 
510 gas wells with an average daily open flow 
capacity, 850,000,000 cubic feet, and 78 pro- 
ducing oil wells. We should regard these 
bonds as excellent for a man to invest a por- 
tion of his money in. 





Phila. Rapid Transit 5’s 


J. P. H., Wildwood, N. J.—Philadelphia 
Rapid Transit collateral trust 5s due 1957 
while not the highest grade public utility bond 
can be regarded as a reasonably safe invest- 
ment. The interest is earned with a very sub- 
stantial margin to spare and the company’s 
earnings are showing a healthy increasing 
tendency. The bonds are now selling at prac- 
tically what you paid for them, 97. 


Short Term Bonds 


B. R. N., Pittsburgh, Pa—Short term Can- 
adian Municipals pay a good rate of interest 
and they are reasonably secure. We favor 
the following: City of Calgary 6s, of 1918; 
City of Maisonneuve 6s, of 1918; City of Van- 
couver 4%s, of 1924; Province ‘of Saskatche- 
wan 5s, of 1920; Province of Manitoba 5s, 
of 1919; Province of Alberta 4s, of 1924. 
Another good short term security is Common- 
wealth Power Railway & Light 6% convertible, 
due may 1, 1918. 


High Grade Bonds 


N. A. S. N. Y. City.—It was about 
two years after you purchased your Chi- 
cago, Rock Island & Pacific refunding 4’s 
that the road started to get into difficulties. 
We still consider these bonds a good in- 
vestment and suggest that you hd d them, 
as they should gradually work to-a higher 
level when the road is reorganized. We 
believe it decidedly unlikely that they will 
be affected in any way by the reorgani 
zation. We believe you are taking a very 
wise step by getting out of speculative 
securities and into high grade bonds. As 
five very high grade bonds we suggest the 
following: (The yield is between 4% and 
44%). 

Chicago, Milwaukee & St. Paul 4’s 

Chicago, Burlington & Quincy joint 4’s 

Pennsylvania Consolidated 4%4’s 

N. Y. State 4%’s 

American Telephone & Telegraph 4's. 

To give a yield of approximately 5%, we 
suggest the following bonds which, al- 
though not as high grade securities as the 
above mentioned bonds, can be considered 
reasonably safe investments: 

Interborough Rapid Transit first mort- 

gage 5’s 

Midvale Steel 5’s 

Central Leather 5’s 

Brooklyn Rapid Transit 50-year 5’s 

Kansas City Southern 5’s. 





Sinclair Oil 6’s 

A. B. M., New York City.—Sinclair Oil & 
Refining Corporation 6s can be regarded as 
an excellent business man’s investment. The 
security behind these bonds seems very high, 
and it is quite likely that the convertible priv- 
ilege will prove to be valuable. They are 
convertible into stock at $55 per share. The 
stock is now selling around $48 on the New 
York Curb. In view of the-reasonable safety 
of these bonds and the chance of a speculative 
profit, we are inclined to the opinion that 
you would do well to switch from your Loco- 
mobile Co. of America, Ist 6s, into Sinclair 
6s, although the former bond is a high grade 
security also. 

We believe the present time is a good one 
to put your money into high grade securities, 
or in the savings bank. 





Syracuse, Lake Shore 5’s 


C. D., Syracuse, N. Y.—The item in 
regard to the Syracuse, Lake Shore & 
Northern 5’s stated that the Empire United 
Railways, Inc., had a deficit for the year 
ended June 30, 1914, of $30,400. The 
Syracuse, Lake Shore & Northern, as per- 
haps you know, is part of this system. We 
have no information as to what earnings 
the Syracuse, Lake Shore & Northern is 
showing. 
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Northern States Power Co. 


Recent Successful Financing—Company in a Position to 
Pay Common Dividends—Financial Structure Greatly 
Simplified — New Money Has Been Profitably Expended 





By F. L. FONTAINE 





STUDY of the Northern States 
Power Co. reveals the importance 
of the recent successful financing 

which the company accomplished. Pre- 
paratory to this financing the Consumers 
Power Co., the principal subsidiary, 
had its name changed to that of North- 
ern States Power Co. of Minnesota, 
and this company has in turn consoli- 
dated practically all of the other small- 
er subsidiary companies, thus simplify- 
ing the organization and as well 
making provision for future successful 
financing. 

With the proceeds from the sale of 


company's earnings. The full amount 
of the first and refunding bonds sold 
was $18,000,000, but as security for 
these bonds $2,000,000 in cash was de- 
posited with the trustee to be used as 
capital expenditures for additions and 
betterments at 75 per cent. of the cost. 

By this method of financing the 
company has not only financed its im- 
mediate requirements but it has been 
placed in a position where future fi- 
nancing should be comparatively easy. 
The $18,000,000 first and refunding 
bonds, which are authorized to the 
amount of $100,000,000, are a lien upon 











two securities, $8,000,000 10-year 6 per 
cent. notes of the Northern States 
Power Co. of Minnesota, and $16,000,- 
000 first and refunding 5 per cent. 
bonds, the company retired eighteen 
bond and note issues, totalling $22,- 
672,500 and as well practically wiped 
out its floating indebtedness. While a 
part of the recent issue of $2,000,000 
7 per cent. cumulative stock of the 
holding company is used for the pur- 
pose of retiring these bonds, this is 
only a contingent liability and it there- 
fore places no fixed charge against the 





Hydroelectric Development at Taylors Falls, Minn. 


all the property of the company except 
that which is covered by the lien of 
the first mortgage 5 per cent. bonds 
of the Minneapolis General Electric Co. 
Bankers, therefore, will be willing to 
purchase such an issue of bonds where 
they would not have been willing to 
touch anything preceded by the great 
number of small bond issues of sub- 
previously out- 


sidiary companies 


standing. 
A Holding Company 
The Northern States Power Co. of 
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Delaware is a holding company for 
public utility properties. The com- 
pany was organized in 1909 and has 
had a steady and consistent growth in 
earning power. Until this year it had 
a more or less complex capitalization 
on account of the numerous subsidiary 
companies. With the organization of 
the Northern States Power Co. of Min- 
nesota, this year, however, and the 
issue of the securities referred to 
above, the various note issues of the 
parent company and the largest sub- 
sidiary company and the bond issues of 
the various subsidiaries were called for 
payment, and when the whole thing is 
accomplished there will be only two or 
three of the smaller subsidiary com- 
panies retained, due to the fact that in 
several cases the franchises make this 
necessary. 

While the consolidation of the fi- 
nances of this company and its sub- 
sidiaries is almost completed, there are 








TABLE 1 
CAPITALIZATION. 


Outstand- 
Authorized ing 


Closed $7,632,000 
$100,000,000 *18,000,000 
8,000,000 


50,000,000 10,652,000 
50,000,000 5,975,000 


Minneapolis Gen’l Elec- 


Nor. States Pr. (Minn.) 
Ist and Ref. 5’s 
Nor. States Pr. (Minn.) 


7% Cum. Pref. Stock... 


*$2,000,000 in cash deposited to secure these 
beams this to be expended on property at 75% 
cost. ~ 








still a few loose ends to be picked up. 
When completed, however, the capital- 
ization of the system will be substan- 
tially as shown in Table 1. 

By reference to last year’s annual 
report we find that this simple form of 
capitalization, that is, only five differ- 
ent securities outstanding in the pub- 
lic’s hands, compares with three se- 
curity issues of the holding company, 
a note issue of the old Consumers 
Power Co. and seventeen underlying 
issues, or a total of twenty-one secur- 
ity issues, against the present five now 
outstanding. By consolidating the 
various companies, the company is not 
only placed in a position where it can 





finance to better advantage but there 
is as well some little saving through 
taxation, and on payment of income 
tax. 
Excellent Territory 

The map which appeared in our last 
issue in the article on Standard Gas & 
Electric, shows the location of various 
properties of the Northern States 
Power Co.—the Standard Gas & Elec- 
tric Co. owns $607,200 in Northern 


States Power preferred, and $759,500 


common. These properties consist of 
electric light and power plants supply- 
ing some 100 municipalities. In Min- 
nesota, North Dakota, South Dakota, 
Wisconsin and Illinois, gas plants serv- 
ing eleven communities, steam heating 
plants serving five, street railways op- 
erating in three communities, and oper- 
ating one telephone system, the various 
properties serve a population of about 
825,000 people. 

The steam and hydro-electric plants 
owned or controlled by the company 
have a generating capacity of 115,782 
horsepower. The company also owns 
or controls undeveloped water powers 
which have an estimated capacity of 
146,350 horsepower. This is over three 
and one-half times the present capacity 
of the developed water power. Re- 
cently the company signed a very 
favorable 30-year contract with the 
Wisconsin-Minnesota Light & Power 
Co. for an ultimate delivery of 20,000 
horsepower of primary and 20,000 
horsepower of secondary power. This 
makes it unnecessary for the Northern 
States to go to the expense of imme- 
diately enlarging its plants and gives 
it a leeway in taking care of the rise 
and fall in the demand for power. 

The territory which the properties 
of this company serve is located in the 
heart of the great central Northwest 
and its prosperity is based on agricul- 
ture and its products. While great in- 
dustrial expansion, therefore, does not 
bring about the great increase in earn- 
ings which comes to public utility prop- 
erties located in great industrial sec- 
tions, as for instance those of the Re- 
public Railway & Light, the American 
Light & Traction Co., and others, yet 
on the other hand an industrial de- 
pression does not have such an adverse 











NORTHERN STATES POWER CO. 


413 





effect. The earnings of public utility 
properties located in rich agricultural 
centers shows a constant and consis- 
tent increase. In this particular sec- 
tion there has been a tremendous in- 
crease in the values of products raised 
and a large increase in population also. 
Thus the value of farm products in Min- 
nesota, North Dakota, South Dakota 
and Montana in 1910 was estimated at 
$703,500,000, which represented an in- 
crease of 119 per cent. over 1900. Dur- 
ing the same time there was an in- 
crease in population of 32 per cent. 
How consistent has been the growth 
in earnings of the various properties 
now comprised in this system is indi- 


Thus, while in 1911, 1912 and 1913 the 
percentage of gain in net was only 
slightly in excess of the percentage of 
gain in gross, in the last two years the 
percentage of gain in net has averaged 
about one and. two-third times that in 
gross. 


Money Profitably Expended 


The reader will find by reference to 
the graphic that not only has there 
been a consistent increase in both 
gross and net earnings, but that the 
money derived from the sale of se- 
curities has been invested by the 
Northern States Power management 
in such a manner as to show increas- 
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cated in Table 2. This table shows a 
fair increase up to 1913, in which year 
the increase fell considerably below the 
average. In the following two years, 
however, there has been a substantial 
advance in the percentage of increase 
in both gross and net earnings. It is 
also interesting to note that in every 
year the increase in net earnings has 
been greater than the increase in gross. 
This indicates that as the Northern 
States Power Co. assumed possession 
of the properties, economies of man- 
agement, modern methods, etc., result- 
ed in greater operating efficiency and 
im greater saving for security holders. 
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ingly better results. This graphic 
takes up the period between February 
28, 1913, and February 29, 1916, a 
period during which there was both 
a depression and a great business re- 
vival. It can therefore be taken as a 
good average of what this company 
can accomplish under the Byllesby 
management. It will be noted that as 
a result of the cutting down of ex- 
penses, for taxes increased, the in- 
crease in net earnings in the three 
years was considerably more than the 
percentage of increase in gross earn- 
ings. The increase in interest charges 
was proportionately smaller, with the 
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result that the balance for the pre- 
ferred stock showed a very big increase. 
The percentage of increase in the pre- 
ferred dividend requirements was only 
about one-fifth of the percentage of 
increase in the balance for the pre- 
ferred dividend, with the result that 
there was an increase of over 400 per 
cent. in the balance remaining for the 
common as against no increase in the 
amount of common stock outstanding. 


Rating of Securities 


In view of these things and the fur- 
ther fact that for the twelve months 
ending February 29 the company 
showed a balance of $861,000 for the 
common stock, against $483,900 in the 
corresponding twelve months in the 


The first and refunding 5 per cent. 
bonds of the operating company, the 
Northern States Power Co. of Minne- 
sota, holding as they do a first lien on 
the greater part of the company’s 
properties, have a very good invest- 
ment rating. Last year gross earnings 
increased about $670,000. It is ex- 
pected that this year the increase will 
approximate between $800,000 and 
$900,000, and estimates which will prob- 
ably come very nearly being correct 
place net earnings for the current year 
at $3,470,000, or about a little over twice 
the interest charges of approximately 
$1,700,000. This would leave a balance 
of $1,170,000 for the preferred equiva- 
lent to over 16 per cent. on the $10,- 
652,000 now outstanding. However, 
$2,000,000 of this will be outstanding 








TABLE 2 (PROPERTY EARNINGS) 


Gross Earnings 


$5,121,826.95 
4,492,746.95 
4,045,642.44 
3,695,985.61 
3,208,286.61 
2,711,071.00 


% of Ine. % of Inc. 
13.97% 
10.90% 
9.71% 
15.24% 


Net Earnings 
$2,866,634.10 
2,419,491.04 
2,043,035.72 
1,860,968.60 
1,583,027.96 
1,289,295.58 








year previous, the advance in the com- 
mon stock to 80 is fully explained. 
This: balance is equivalent to over 14 
per cent. on the $5,975,000 common 
stock outstanding. It is apparent from 
these figures that the directors were 
perfectly justified in placing this stock 
upon a dividend basis recently. The 
initial dividend of 1% per cent. for the 
quarter ending June 30, is payable 
July 20. 


only 8% months, so that total pre- 
ferred dividends for the year will re- 
quire only $704,806, leaving a balance 
of $1,065,000 for the common, or ove: 
18 per cent. The franchise situation of 
the company is good and, all things 
considered, security holders have cause 
for satisfaction in the progress of the 
company and the outlook for the fu- 
ture, both from a physical and financial 
point of view. 








FINANCIAL PREPAREDNESS 


Financial preparedness is the art of saving for an old age that inevitably 


must come. By this very process America can claim the greatest number of 


wealthy sons who have risen from poverty and obscurity. When our coun- 


try achieves these two great necessities, then will the real millennium have 
arrived.—Texas Bankers’ Journal. 

















Notes on Public Utilities 





American Cities —Combined earnings of 
the subsidiary companies increased 24% 
for the first six months of 1916 and at pres- 
ent rate of increase gross of the street rail- 
way departments will be $1,000,000 larger 
than in 1915. The bill to place New Or- 
leans Railway & Light under jurisdiction 
of the New Orleans Council has passed the 
House, but a sharp fight is expected in the 
Senate. Owing to the marked increase in 
earnings and the improved financial con- 
dition of the co. and its subsidiaries, it 
should be able hereafter to pay the regular 
3% semi-annually on the preferred stock. 


American Gas & Electric—Declared reg- 
ular quarterly dividend of 2%% on com. 
stock and extra dividend of 2% on the com. 
(the latter payable in com. stock), both 
payable July 1 to stock of record June 19. 
Regular quarterly dividend of 14% on the 
preferred was also declared payable Aug. 1 
to stock of record July 18. 


American Railways Co.—Controlled by 
National Properties Co., has acquired, sub- 
ject to the approval of the Public Utility 
Commission of New Jersey, all the capital 
stocks of the Electric Co. of New Jersey, 
the Penns Grove Electric Light, Heat & 
Power Co., the Woodstown Ice & Cold 
Storage Co., and the Clementon Township 
United Electric Improvement Co. and the 
Williamstown Electric Co. In case ap- 
proval is granted, the cos. will be consoli- 
dated and the capital stock of the new co. 
held by American Railways. 


Boston Elevated.—Gross income in May 
made a satisfactory increase of slightly bet- 
ter than $108,000, or a gain of 7%. The 
daily average. gross for May established a 
new high record with figures in excess of 
$53,000. The co.’s income normally declines 
after July 1 and does not revive until fall 
due to the absence of thousands of people 
from the city and the increased use of 
automobiles. 


Brooklyn Rapid Transit.—May gross re- 
ceipts showed the biggest gain of any 
month during the current fiscal year. The 
gain amounted to $220,000, or an average 
of $7,100 daily, a comparative gain of 9.7%. 
For the 11 mos. ending June 30 gross will 
have increased $1,465,000 over same period 
of 1915, or about $28,000,000 for the vear. 
Co. should show a balance for the $74,450,- 
pat pe of about 8% in 1916 against 7.3% 
in ° 


_ Chicago Railways.—Earnings of the sur- 
face lines for the first 4 unos. of current 
year show gain of 8.5%, while revenues of 
Chicago Elevated are up about 5%. It is 
estimated gain for June in earnings of Chi- 
cago surface lines over June, 1915, will be 
between 15% and 20%, largely on account 
of the national Republican convention. 


Chicago Telephone.—For 3 mos. ended 


March 31, operating income showed in- 
crease of 15% over corresponding period of 
1915. The number of stations was 517,049 
for March, an increase of 9% over March, 
1915. Depreciation and other maintenance 
amounted to $521,754 for March, an increase 
of 9% over March, 1915; the increase in this 
item for the 3 mos.’ period was 8%, 


Cities Service —The gas oil leases of sub- 
sidiaries in Osage county, Okla., have been 
renewed. These leases affect about 300,000 
acres of developed natural gas territory as 
well as the best cities service oil production 
in Oklahoma. For first 4 days of June 
average pipe line runs from oil fields of 
Empire Gas & Fuel Co., a subsidiary, were 
9,000 barrels daily. 


Gas & Electric Securities—On July 1 co. 
will pay 14% on its 7% preferred stock, 
thus liquidating all accumulated dividends 
on this issue. Beginning Aug. 1 the co. will 
pay regular monthly dividends of 7/12 of 
1% on preferred stock the first of each 
month to stock of record the 15th of pre- 
ceding month. 


Gas Securities Co.—Declared dividend of 
12% on preferred to liquidate all accumu- 
lated dividends on this issue, and a dividend 
of 12% on com. stock, both payable July 1 
to stock of record June 15 


Montana Power.—Co. is earning at rate 
of better than 11% on its $27,500,000 com. 
stock. Montana Power is in comfortable 
financial position and will be able to go 
ahead with a 60,000 horsepower installation 
upon which it has been at work for several 
months. 


Tennessee Railway Light & Power.—Re- 
ports combined net earnings of subsidiaries 
for 4 mos. ended Apr. 30, 1916, of $722,637, 
an increase of $205,575 over same period of 
1915, and surplus after charges of $244,207, 
an increase of $195,755. 

Third Avenue.—For 10 mos. of fiscal year 
ended Apr. 30 earned 4.3% on $16,590,000 
stock against 3.2% for same period last 
year. Co. should show between 51%4% and 
6% for fiscal year ending June 30, Last 
year earnings were 4.2%. The 10 mos.’ sur- 
plus this year was $716,844. 

Toledo Railways & Light—Henry L. 
Doherty & Co. announce that for a limited 
time the privilege of exchange of stock of 
Toledo Railway & Light Co. for the com. 
stock of Toledo Traction Light & Power 
Co. under the terms of the reorganization 
plan has been renewed. Under the plan 
Toledo Railways & Light stock may be ex- 
changed on the basis of 100 shares for 13 
shares of Toledo Traction, Light & Power 
com. stock without payment of any assess- 
ment. There is still some of the old stock 
outstanding and holders of it have been 
anxious for the exchange privilege to be 
renewed. 
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Public Utility Inquiries 





Western Union 


F. A. P., Melrose, Mass.—We would sug- 
gest that you cash in your profits in West- 
ern Union. This company’s earnings have 
been greatly increased from its cable busi- 
ness. We believe that present prices of 
$95 have thoroughly discounted the in- 
creased earnings. 


Federal Utilities 


S. A. H., Cleveland, O.—Federal Utili- 
ties Co. gets its profits through trading in 
stocks, bonds and properties of public util- 
ity companies. It does not operate public 
utilities itself. No income account is issued. 
As of December 31, 1915, it showed a promt 
and loss surplus of $110,397 as against $54,- 
696 the previous year. We are not inclined 
to suggest the purchase of this company’s 
securities, as we do not believe in investing 
in the securities of a company that is not 
actually operating properties. 


Cal. R. R. & Power 


D. S. E., Louisville, Ky —There is $2,800,- 
000 California Railway & Power prior pre- 
ferred stock outstanding. The market for 
the stock is reported to us at 70 bid, 80 
asked. This stock must be regarded as 
semi-speculative. No mortgage debt can be 
created without providing for the retire- 
ment and cancellation of all prior prefer- 
ence stock outstanding at the time of the 
execution of such mortgage. The stock is 
retirable in whole or in part at par at the 
option of the company on January 1 and 
July 1 in any year. We have not heard that 
it is planned to retire this stock. 


Fort Wayne & Nor. Traction 


R. B. D., N. Y. City—Fort Wayne & 
Northern Traction Co. 6% notes due 1919 
cannot be regarded as a first-class bond They 


have a speculative tinge. The company, 
however, is earning the interest on these 
bonds with a fair margin to spare, and is 
in reasonably good financial shape. There 
are $1,164, of these notes outstanding. 


Peoples Gas 


A. M. T., a , Ill—Peoples Gas at 
present prices of $102 appears to be selling 
high enough, and we do not suggest that 
you average your holdings at that price. 


Utah Securities 


C. E. P., Cleveland, O.—Utah Securities 
at present prices of around 1634 appears to 
be a fairly attractive speculation for a long 

ull. For the fiscal year ended March 31, 
916, the company earned sufficient to cover 
all fixed charges and have a small balance 
besides. Earnings continue to show a dis- 
tinctly increasing tendency. 


Mackay Companies 


J. H. A., New Orleans, La—Mackay Com- 
panies is a holding company and no report 
is made as to what earnings its subsidiaries 
are showing. There has been a consider- 
able advance in cable rates, however, and 
it is understood that earnings have shown 
a marked improvement. This improvement, 
however, must be regarded as more or less 
temporary because when the war is over 
earnings will in all likelihood drop back 
to normal. At present prices of around 
$85, this stock has probably largely dis- 
counted this improvement and we are not 
inclined to particularly favor it, especially 
in view of the fact that nothing definite can 
be obtained in regard to what the company 
is earning. 


First Class Utilities 


K. D. L., Allentown, Pa.—All of the public 
utility bonds you mention are good investment 
issues, although some are, of course, to be 
rated higher than others. None of them, how- 
ever, has too speculative a tinge to be unsuit- 
able for a bank investment. The three 
following bonds we should regard as first 
class public utility issues (We favor them 
in the order named): 

Fairmont & Clarksburg Traction, Ist, 1938; 
Southwestern Power & Light Co., First Lien 
5s, 1943; Lacombe Electric Co., Ist 5s, 1921. 

The security behind these three issues is so 
high that their market prices are unlikely to 
be much affected by fluctuations in the earn- 
ings of the companies. The following public 
utility bonds, which include the balance of 
those named on your list, can be regarded as 
reasonably secure, although not in quite as 
strong position as the above mentioned three. 
The interest in each case is earned with a 
very substantial surplus to spare: 

Monongahela Valley Traction Co., Ist 5s. 
1942; Virginia Railway & Power, Ist and re- 
fund, 5s, 1934; Portsmouth Street RR. & 
Light Co., Ist 5s, 1935; West Penna. Power 
Co., Ist 5s, 1946; Northern States Power Co., 
Ist and refund, mortage 5s, 1941; Municipal 
Service Co., coll., trust 5s, 1932. 


Phila. Co. 


_W. A. C,, Springfield, Mass.—Philadelphia 
Company for the year ended March 31, 1916, 
after deducting $1,000,000 for extension and 
betterment to the plant of the natural gas 
department, earned 7.9% on the capital 
stock. This, however, does not represent 
the full income of the Philadelphia Com- 
pany, as several of the subsidiaries earned 
considerably more than they distributed in 
interest and dividends. At present prices 
of $40 (the par value of the stock is $50), 
the common stock appears to have by no 
means over-discounted the company’s im- 
provement in earnings. 
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Tide Water Oil Co. 


An Oil in the Investment Class—Obstacles Overcome in 
Building Company — J. R. Keene’s Backing—Position 


and Outlook for Stock. 





By GEORGE S. PHILLIPS 








HE stock of the Tide Water Oil 
Co. occupies a unique position 
among the oi! issues, in that it 

has been firmly established in the in- 
estment class, ranking in that respect 
with some of the best of the seasoned 
industrial preferred issues. Thus it 
stands as a direct refutation of the 
theory that all oil stocks should be 
classified under the general heading 
“speculative.” But despite its invest- 
ment character, the stock, of which 
there is one class only, is not limited 
in the extent to which it may benefit 
from the increased earning power of 
the company, and so possesses an ad- 
vantage not enjoyed by a strictly pre- 
ferred issue. 
A Bit of History 


In view of the present strongly in- 
trenched position of the company, un- 
usual interest attaches to the story of 
its early struggles for existence and 
recognition. Its history is indelibly 
linked with the romantic traditions of 
the early development of the oil indus- 
try in this country. 

In the late ’70s Standard Oil was just 
beginning to loom up as the dominant 
factor in the industry. Pennsylvania 
was then the only field of importance, 
with a production comprising virtually 
99 per cent. of the total output of the 
entire country. 

Oil was transported from the fields 
to the refineries almost entirely by 
rail. The Tide Water Pipe Co., Ltd., 
was organized in 1878 and in January, 
1879, commenced the construction of 
the “Pioneer six-inch trunk pipe line,” 
the first to cross the Alleghany Moun- 
tains. It was destined to revolutionize 
the transportation of crude oil, though 


its far-reaching effects were un- 
dreamed of at the time. Naturally the 
enterprise was viewed with unfriend- 
liness by its competitors, chief of which, 
as may be imagined, were the rail- 
roads which were deriving great prof- 
its from the transportation of oil. 

Franklin M. Gowen, then president 
of the Reading, lent his financial sup- 
port to the enterprise, and through him 
the road itself was induced to subscribe 
to stock. 

The difficulties involved ‘in the con- 
struction of the line were seemingly 
insurmountable, both because of the 
new engineering problems to be solved 
and the organized opposition which 
the company encountered on all sides. 
Many times it looked as if the line 
had been effectually blocked, but the 
vigilance, determination and energy of 
the builders was equal to every emer- 
gency. 

Overcoming Obstacles 


The following incident.-is illustrative 
of the character of the obstacles en- 
countered and serves as well, to show 
the fighting qualities of the manage- 
ment. A grant for the right of way 
on a tract of land several miles across 
and 30 miles from the nearest shipping 
station required that the line be laid 
before a certain date. There was rea- 
son to believe that an extension would 
be granted up to within fifteen days 
of the date of expiration; then the 
agent of the estate sent word that the 
time could not be extended. There 
had been a heay fall of snow which in 
places had drifted to a depth of five 
to six feet, many of the roads were 
unbroken. 

The word went forth to the engi- 
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neers in charge of the work that this 
strip of pipe must be laid, and that 
they were to drop everything else, hire 
every team capable of handling a joint 
of pipe and work from both ends. 
Some of the pipe was hauled more 
than 40 miles, and teams which left 
the railroad with a fair load, after 
spending several days on the road, ar- 
rived with one and two joints of pipe, 
having been forced to unload the bal- 
ance along the way in order to get 
through. Some of the pipe which had 
been laid in other sections was taken 
apart and transferred to this job. The 
work was difficult and the cost high, 


was present at the meeting. The mat- 
ter was fought out in the courts, re- 
sulting in a complete victory for the 
company. 
James R. Keene 

One James R. Keene, the most pic- 
turesque figure Wall Street ever knew, 
had become financially interested in 
the Tide Water Pipe Co. a few years 
prior to this fight for control, and he 
was one of the staunchest supporters 
of the management in this time of 
peril. Only a few days ago the filing 


of Mr. Keene’s will showed that his 
estate was possessed of 10,000 shares 
of Tide Water Oil stock. 
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Plant of Tide Water Oil Co., at Bayonne, N. J., Covering 122 Acres. 


but the strip was. completed in the 


time limit with a margin of seven 
hours to spare. 

In May, 1887, after eight years of 
continuous fighting, the line finally 
reached tidewater at Bayonne, N. J.; 
and so a project which had been ridi- 
culed as impossible and impracticable 
materialized into a successful enter- 
prise. 

Perhaps the most critical chapter in 
the company’s history was that 
marked by a conspiracy of a few 
treacherous stockholders to obtain 
control in 1883, through a rump stock- 
holders’ meeting. The attempt proved 
abortive owing to the great courage 
and presence of mind of David McKel- 
vy, secretary of the company, who 


‘ 


Financial Backing 


In 1882 a syndicate headed by 
George F. Baker, who was to subse- 
quently become famous as the leader 
of the powerful “First National Bank 
group” of New York bankers, financed 
the company for about $2,000,000, 
thereby putting it on its feet and open- 
ing the way for a rapid expansion of 
its activities. Others in the syndicate 
were James R. Keene, H. C. Fahnestock, 
F. Q. Brown, J. A. Garland, and John S. 
Barnes. Their investment has returned 
more than 2,000 per cent. in dividends, 
and their holdings now merged in the 
stock of the Tide Water Oil Co. are 
worth more than fifteen times the orig- 
inal investment. 
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No Connection with Standard 


There is absolutely no foundation 
for the allegation that Tide Water Oil 
Co. is dominated or controlled by 
Standard Oil interests, notwithstand- 
ing recently circulated reports to the 
contrary. True, a friendly attitude has 
been adopted by both companies to- 
wards one another; but the fact that 
the Tide Water Co. has been backed 
by interests well known for their ad- 
herence to the one big faction in Wall 
Street opposed to Standard Oil, effect- 
ually disposes of the claim that a closer 
connection exists between the two 
companies. 

Moreover, if any further evidence is 
needed, it is found in the decision of 
the Federal Couts in the well-known 
case of the United States vs. the 
Standard Oil Co. et al., commonly 
known as the “Standard Trust case.” 


thorized is $30,000,000. Outstanding 
capital was recently increased to $28,- 
800,000 by giving stockholders rights to 
subscribe to 20 per cent, in new stock at 
par. In 1908 a further extension of the 
pipe lines carried them to Stoy, Illinois, 
where a connection was affected with the 
lines of. the Standard Oil Co., through 
which the new and great source of crude 
supply in the Oklahoma fields was 


tapped. 
The Okla Oil Company 


A producing company, the Okla Oil 
Company, was formed in Oklahoma, 
and this unit is to-day the largest 
single factor in the growth of Tide 
Water earnings. Comparative earnings 
of the four principal Tide Water com- 
panies shown in the table accompany- 
ing this article, indicate how the Okla 
Oil Company has progressed in im- 
portance during the last several years. 








EARNINGS FROM THE OPERATION OF THE FOUR PRINCIPAL TIDE-WATER COM.- 
PANIES, 1913 to 1915. 


Tide Water Oil Compan 

The Tide Water Pipe Co., Ltd 

Associated Producers Co. ............++000 
Okla Oil Company 


$934,694.62 
1,540,552.25 


$3,313,413. 


1913 1914 
$522,991.82 
125,690.41 
238,965. 
35,018. 


$922,665. 


1915 
$991,584.66 
1,413,502. 
526,672. 
1,450,149. 


$4,381,907. 


741,801. 
96,365. 








The Tide-Water Pipe Co., Ltd., and 
the Tide Water Oil Co. were among 
the companies sued by the United 
States and both these companies were 
given clean bills of dismissal. The 
decision of the lower courts, which 
was later confirmed by the United 
States Supreme Court, is to be found 
on page 197 of Vol. 173 of the Federal 
Reporter. 


The Reorganized Company 
In 1907 a reorganization of the Tide- 
Water Pipe Co., Ltd., took place. The 
outstanding stock of the Tide Water 
Oil Co., a subsidiary, which owned a 
refinery at Bayonne, N. J., was in- 


creased from $5,000,000 to $24,000,000, 
of which $20,000,000 was distributed to 
owners of stock and loan certificates in 
the Pipe Co., and $4,000,000 was sold to 
provide funds for increasing the busi- 
ness. The present amount of stock au- 


Its earnings this year are exceeding 
all previous records, as a result of the 
development of new producing prop- 
erties. 

The other producing subsidiary is the 
Associated Producers’ Company, oper- 
ating in the Pennsylvania, West Virginia, 
Eastern Ohio, and Illinois fields. 

The Pipe Lines 

The Tide Water Co. now has in 
opeceten 828 miles of six-inch, and 
19,929 miles of other sizes of pipe, 27 
main line stations, and 20 local stations 
on the gathering lines. At least 3,650,- 
000 barrels of crude oil are delivered 
through these lines yearly. 

Tide Water System 

Tide Water Oil Co., proper, as the 
operating organization for the refining 
and distributing branches of the busi- 
ness, and the holding company for the 
pipe line and producing subsidiaries, is 
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the directing force in the big Tide 
Water system. The main object of 
this system is to furnish a constant 
supply. of oil to the refinery, which was 
built with a capacity corresponding 
with the capacity of the pipe line. The 
refinery has established markets for 
its production, both domestic and for- 
eign, which may be depended upon to 
afford a ready and profitable outlet for 
its output, except in unprecedented 
periods like that directly following the 
outbreak of the European war, when 
domestic and export trade in every 
direction was completely paralyzed. 
The Tide Water system of production, 
transportation, refining and distribu- 
tion is in short designed to operate 
with the regularity of clock-work, 
year in and year out, the effect being 
to reduce the risks attendant on con- 
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stantly varying prices and market con- 
ditions. yrs 
Every cog of this system is highly 


efficient. Over $5,000,000 has been 
spent for new plant equipment in the 
past eight years, the latest improve- 
ment being the installation of forty 
Burton process stills for the extraction 
of gasoline, at a cost of nearly a 
million and a half dollars. The entire 
plant occupies 122 acres, with one and 
one-half miles of dockage, wharves, 
etc. at Bayonne, N. J. Its daily crude 
capacity is 10,000 to 11,000 barrels. It 


includes barrel, box and can factories, 
laboratories, an industrial railway, ma- 
chine shops, storage tanks, docks, etc. 


Position of the Stock 


The merits of the Tide Water stock 
from an investment standpoint have 
been sufficiently set forth to preclude 
further comment, but the future holds 
considerable promise of a-steady en- 
hancement in the market price, based 
on the probability that extra dividends 
will be paid from time to time, and that 
eventually the issue will be established 
on a permanently higher dividend 
basis. Total net earnings of all com- 
panies last year were equal to about 
18% on the stock of the Tide Water 
Co. proper. But while all of these 
earnings were applicable to dividends 
on the stock, the latter was not cred- 
ited with subsidiary earnings in full as 
a large portion of the profits of the in- 
dividual companies was allocated to 
their own surpluses. 

Earnings are now running at record 
rate. It is apparent that an increase 
in dividend payments.to stockholders 
would be justified, and doubtless an 
extra disbursement will be made be- 
fore the end of the current year. Such 
a payment will be ordered strictly as 
an extra, for it is the policy of the 
management not to increase the regu- 
lar dividend payments until they feel 
certain that the increase can be main- 
tained through another period of de- 
pression in the oil industry. 

The size or date of this extra dis- 
tribution has not yet been decided on, 
and will in all probability depend on 
the showing of the Okla Oil Co., which 
is contributing the larger part of the 
increase in earnings through the sale 
of its surplus production. As long as 
present high prices for crude oil con- 
tinue it would appear that the Okla 
Co. must go on making very large 
profits, for it owns some of the best 
oil acreage in Oklahoma. 

We regard Tide Water around pres- 
ent levels of 170 to 180 investment with 
a good prospect of returning consider- 
able profit to the holder in the form of 
extra dividends and an increase in mar- 
ket value. 











Oil Notes 





Atlantic Refining—The Panuco-Boston 
Oil Co. controlled by Atlantic Refining has 
acquired interest in Panuco Valley Oil 
fields, which holds a lease on oil lands near 
Tampico, Mex. The lease has one produc- 
ing well working so far with an output of 
2,000 barrels a day. Panuco-Boston Co. 
will begin drilling operations shortly. 


Cosden & Co.—Special meeting of stock- 
holders will be held July 5 to vote on in- 
creasing capital from  epeeget to _$7,000,- 
000, of which increase $1,926,925 will repre- 
sent recently authorized 50% cash dividend. 
This stock will be offered to present share- 
holders at $5 a share for the investment 
of the cash they will receive as the divi- 
dend. Remainder will be held in treasury 
of the co. for future corporate use. Co. 
already holds $500,000 of its stock for con- 
version of 6% bonds outstanding to extent 
of $2,000,000 and which can_be converted 
into cash at 20 or 50 shares of stock for 
each $1,000 bond. 

Cosden Oil & Gas.—Arrangements prac- 
tically completed for $6,000,000 6% bond 
issue, proceeds to be used toward payment 
of recently acquired properties. Bonds will 
be convertible at par into com. stock of 
Cosden Oil & Gas Co. at 15. Understood 
bonds will be first mortgage on all prop- 
erties of co. and will be offered to public 
around 100. 

International Petroleum Co.—Purchase of 
the Lobitos Oil Fields, Ltd. an oil-pro- 
ducing and transportation co. operating in 
Peru, is considered probable within a short 
time. Offer equivalent to $10 a share, it 
is believed, will be made by Standard Oil 
a for Lobitos stock, par of which 
is $5. 

Midwest Refining.—With prospective 
earnings as high as $16 a share for current 
year, larger regular dividend or extra divi- 
dend is not improbable. In 1914 co. earned 
$3.30 a share and in 1915, $5.15. Wyoming 
oil fields are regarded as the most impor- 
tant of the coming oil fields. 

Ohio Fuel Supply Co—Report for year 
ended Apr. 30 shows net earnings of $2,498,- 
468 as against $2,022,705 in 1915, and sur- 
plus after interest and dividends of $1,153,- 
141 as against $677,378 in 1915. 

Oklahoma Producing & Refining Co.— 
Purchased 540 acres of oil land in new 
Kansas field surrounding properties of Mc- 
Mann Oil Co., which has one well produc- 
ing 1,200 barrels a day natural flow. This 
is in addition to 160 acres purchased re- 
cently in same section. 

Pan-American Petroleum.—Declared ini- 
tial quarterly dividend of 134% on cos. 7% 
cum. pfd. stock, payable July 1. Net earn- 
ings for 3 mos. ended May 31 were approxi- 
mately $975,000, proportion for May being 
$410,000. June earnings officially estimated 
at $516,000. 


Penn Mex. Fuel Co.—Prospects are that 
co. will be shipping 1,000,000 barrels of oil 
a month before end of war. Estimated net 
earnings on this would amount to $400,000 
monthly or approximately $5,000,000 annu- 
ally, equal to 30% on $10,000,000 stock, ex- 
clusive of relatively small interest charges. 

Pierce Oil Corporation.—Quarter ending 
Mch., 31 showed net profits running at an- 
nual rate of $2,800,000 
1915. 

Prairie Oil & Gas.—Declared quarterly 
dividend of $3 a share and extra dividend 
of $2 a share, payable July 31 to stock of 
record June 30. 

Prairie Pipe Line.— Declared quarterly 
dividend of $5 a share and extra of $5, pay- 
able July 31 to stock of record June 13. 
June business heaviest on record. Produc- 
tion of oil from mid-continent field over 
400,000 barrels daily. By the end of sum- 
mer co. should be handling over 1,000,000 
barrels a month from the Kansas field 
alone, at estimated gross of $500,000 a 
month. 

Sinclair Oil & Refining —Revised esti- 
mate of earnings would make the total for 
the year $13,000,000. After all charges this 
would be equal to $14.70 a share on the 
entire outstanding stock. South Cushing 
production is reported as 24,000 barrels a 
day. The syndicate which purchased $16,- 
000,000 of the first lien ten-year convertible 
6% gold bonds announce that the entire 
issue has been sold. 

Standard Oil of New Jersey.—A_ sub- 
sidiary, the Carter Oil Co., is one of the 
biggest, producers in Oklahoma, with wells 
having an estimated daily output of 15,000 
barrels. A new gasoline topping plant is 
being installed which will lessen the waste 
in handling crude oil. Co. made large pur- 
chases of stored oil last year before price 
reached $1 a bbl., these purchases being 
estimated at 30,000,000 bbls. 

Standard Oil of Ohio.—The 100% stock 
dividend is payable July 31 to stock of 
record July ? 

Texas Co.—Company is becoming active- 
ly interested in southern Mexico oil fields 
and is now drilling a well in the heart of 
some of the richest proven oil fields in 
the southern republic. The regular quarter- 
ly dividend of 2%4% was declared payable 
June 30 to holders of record June 16. 

Tide Water Oil Co.—Company earning 
considerably over its present dividend re- 
quirements of 8% and an extra dividend 
may be expected this year, although a per- 
manently increased dividend rate is not ex- 
pected on account of the heavy expendi- 
tures the co. is making in enlarging and 
improving the properties. The largely in- 
creased earnings have come from the opera- 
tion of Okla. Oil Co., an Oklahoma sub- 
sidiary. 


against $1,555,000 in 
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So. Penn Oil 


B. M. D., Dalton, N. Y.—South Penn Oil Co. 
owns 51% of the Penn-Mex Fuel Co. stock, or 
306,000 shares. South Penn carries this stock 
at $5,441,138 on its balance sheet which gives it 
a value of a little over $17 per share. Penn- 
Mex Fuel has a contract with the Standard 
Oil Co. of New Jersey calling for something 
like 17,000,000 barrels of oil. Current ship- 
ments are now running at the rate of 500,000 
barrels per month. We believe the stock of 
Penn-Mex Fuel to be an attractive oil specu- 
lation and suggest that you do not sell it until 
you can do so at a profit. 


Savoy Oil 


F. M., Avondale, Cincinnati, O—Savoy Oil 
is capitalized with $500,000 stock, par value 
$5.00. It is at present paying at the rate of 
24% per annum. The stock is traded in on the 
New York Curb and was quoted today around 
14. The company owns 866 acres of developed 
oil leases and 5,694 acres of undeveloped oil 
leases. There are 84 producing weeks. In 
1915, this company just about covered oper- 
ating expenses, but in view of the increase in 
the price of oil, the company is reported to 
be making big profits at present. The future 
market course of this stock will largely depend 
on hew long the boom in oil lasts. At present 
prices it must be considered a rather risky 
speculation. 


Low Priced Oils 


D. B. W., Chicago, Ill_—In regard to oil 
stocks, it appears as though the oil hoom has 
about reached the top and it has never, in the 
past, proved profitable to buy the oil stocks 
when a boom in oil is at its zenith. Of the 
low-priced oil shares, we are inclined to favor 
at the moment, Oklahoma Producing & Re- 
fining, ‘selling around 6%, Cosden Oil & Gas, 
selling around 10, and Sapulpa Refining, sell- 
ing around 12. These in the order named. 
Of the higher priced oil stocks, Sinclair Oil 
at its present price of 47 appears to have good 
possibilities. In regard to the Woman’s Fed- 
eral Oil Company, circular on which you en- 
close, this is a mere prospect and one we would 
not be inclined to put any money into. 


Empire State Oil & Refining 


V. W. W., Bristol, Va—In regard to the 
Empire State Oil & Refining Co. chartered 
under the laws of South Dakota, we find it 
mentioned in R. M. Smythe’s book on “ Ob- 
solete American Securities.” This book 
states that the company’s Texas franchise 
tax and penalty were unpaid the latter part 
of 1903. We can find no other information 
in regard to this company and it would ap- 
pear from the above that it is practically 
out of business and its stock worthless. 


Atlantic Petroleum 

J. D. S., New York City.—Atlantic Pe- 
troleum has $1,000,000 capital stock, of 
which $300,000 is outstanding. The par 
value is $10. Earnings of the company, as 
stated in the Investment Digest, are run- 
ning at the rate of about 19% per annum on 
the stock. In this connection it must be 
remembered, however, that oil is selling at 
an abnormally high figure and it is decidedly 
uncertain what this company’s earning 
power will be when oil prices go back to 
a more normal figure. The stock must be 
regarded as a decided speculation; it was 
recently brought out by a Boston house. 


‘S$. O. of New Jersey 


K. R., Centerville, Ohio.—Standard Oil of 
New Jersey is selling as high as 516, al- 
though paying only $20 per year dividends, 
because its earnings are very large and it 
is likely to declare a big extra dividend at 
any time. It is a good opinion that the 
boom in oil has about reached its top notch, 
and we believe that it is good time to take 
profits in the oil stocks. Our suggestion 
would be for you to take your profits on 
Standard Oil of New Jersey and put the 
proceeds to high grade bonds or short term 
notes or in the bank for that matter and 
await the opportunity of purchasing the oil 
stocks at lower prices. 


Wayland Oil & Gas 


C. H. D., Detroit, Mich—Wayland Oil & 
Gas can be regarded as a fairly attractive 
oil speculation. Its future market course 
will probably largely depend on how long 
the present boom in oil continues. We are 
not generally suggesting the purchase of oil 
stocks at the present time, as it rather 
appears that the top of the boom in oil 
has been reached. It is quite possible that 
Wayland will be given another upward 
move from present prices of $5, which will 
enable you to get out. 


Standard Oil Stocks 


H. W. H., New York City.—Of the Stand- 
ard Oil stocks, we favor at the present time 
the following, in the order named: 
asked 
360 
209 


South Penn Oil 

Standard Oil of N. Y 
Vacuum Oil 257 
Galena Signal 157 
Penn-Mex Fuel........... 58 60 


Of the above stocks, perhaps the most con- 
servative investment is Galena Signal Oil, 
although this stock does not offer as good pos- 
sibilities for large speculative profits. 
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Mining Digest 





Ahmeek.—Declared quarterly dividend of 
$3 a share, payable July 10 to stock of rec- 
ord June 14. Arrangements have been made 
to increase output of mine from 25,000,000 
lbs. of copper annually to over 30,000,000 
Ibs., on which production, with a 15-cent 
metal market, Ahmeek could earn $11 a 
share annually. Profits in 1916 promise to 
be about $24 a share or double amount re- 
quired to pay current dividends. 


Alaska Gold.—May report shows 175,215 
tons of ore milled, assaying an average of 
$1.40 per ton, against 94 cents in April. 
April ore milled was 165,930 tons. 


Allouez Mining Co.—Directors have de- 
clared quarterly dividend of $2 per share. 
This compares with $1.50 in April and $1 in 
January, making $4.50 so far this year. 
There is every prospect that $18 or $19 a 
share will be earned this year. Co. is in 
strong financial condition and may make 
still larger disbursement 3 mos. hence. 


American Smelting & Refining.—On basis 
of operations for first 5 mos. of 1916 earn- 
ings on com. stock for first half of this year 
will run close to 12%% or at rate of 25% 
for year. This compares with 14.1% earned 
in 1915. Co. is engaged on the greatest 
construction program in its history, $6,000,- 
000 will be expended this year on additions 
to plants, improvements, etc. When these 
improvements are completed co. will be in 
position to smelt and refine 1,000,000,000 
lbs. of copper per year. 


American Zinc.—Granby Mining & Milling 
Co. recently purchased owns 30,000 acres of 
zinc land in southwestern Mississippi, and 
10,000 acres of coal lands in Illinois. Co. 
has $3,000,000 quick assets and only $300,000 
current liabilities. American Zinc Co. pur- 
chases entire properties, including current 
assets for $6,000,000, subject to a $2,000,000 
mortgage. It is estimated that based on 
5-cent spelter combined earnings of the two 
cos. will exceed $2,000,000 per annum. 


Anaconda.—Produced 30,000,000 Ibs, of 
copper in May, as against 33,300,000 in April. 
Earnings estimated will reach from $20 to 
$25 a share this year. 


Arizona Commercial.—Earnings are run- 
ning from $70,000 to $75,000 per month, or 
over $3 per share per annum on the co.’s 
265,000 shares of stock. Co. has now in 
excess of $500,000 working capital. Devel- 
opment work is reported to be showing 
good results. 


Butte Copper & Zinc.—Sinking of the 
shaft on the 800-foot level will be com- 
menced shortly. Zinc concentrator at Ana- 
conda expected to start Aug. 1 and co. will 
start mining of zinc ore at that time. 


_ Butte & pete Mar production was 
54,100 tons. he total zinc in the concen- 


trates is estimated at 16,150,000 Ibs. Second 


quarter of year expected to show about same 
output of zinc as first quarter. Recent extra 
dividend of $10 makes $35 per share paid in 
extra dividends in little over a year. 


Champion Copper Co.—Declared a divi- 
dend of $6.40 a share, oe a since 
February, 1915. The Copper Range Co. and 
St. Mary’s Mineral and Co. are equal owners, 
with 50,000 shares each. 


Chino.—Declared regular quarterly divi- 
dend of $1.25 and $1 extra. Co.’s earnings 
are estimated at rate of $15 a share an- 
nually. 


Dome Mines.—Reports production for 
May $189,600 as against $177,000 in April, 
a new high record. 


East Butte.—Pres. Gross says: “The 1,500- 
foot level is producing ore running as high 
as 12% copper, which compares wit pte 0 
of 4% for entire mine for several months 
past.” May production was 1,517,000 as 
against 1,501,000 previous month. 


Goldfield Consolidated.—Net earnings for 
May were $52,500, as against $60,000 in April 
and $54,127 in March. 


Greene-Cananea.—May production was at 
rate of 71,000,000 Ibs. of copper a year, as 
against an actual production of 16,335,081 in 
1915. This means earnings, with copper at 
25c., of about $20 per share per annum. 


Inspiration Consolidated.— May produc- 
tion was 10,400,000 Ibs. It is estimated that 
earnings are running at rate of $20 per share 
per annum. 


Island Creek Coal—Net profits in May 
were at rate of over $1,200,000 per annum, 
equal to slightly better than $7 per share on 
the common stock after allowing for pre- 
ferred dividend and depreciation. 


Kennecott.—Declared quarterly dividend 
of $1.50 per share, putting stock on $6 per 
annum basis. Estimated that on the basis of 
27c. copper co. is now earning at rate of 
$45,000,000 annually, including its equity in 
Utah Copper, Nevada Consolidated and 
Braden. A dividend of $6 means a distribu- 
tion of about $16,700,000. In other words, 
Kennecott is paying not much more than 4 
of its annual earnings in dividends on basis 
of present production and copper prices. 


New Jersey Zinc.—Declared extra divi- 
dend of 5%, making six dividends declared 
so far this year, in all 38%. This is equiva- 
lent to $13,300,000. For the first quarter 
of 1916 the co. reported surplus available 
for dividends of $8,446,385, or at rate of 
about 100% per annum on the stock. 


Nevada Consolidated.—Declared quarterly 
dividend of 37%c. and 37%c. extra. This 
will make total of $11.25 per share disbursed 
by this company since organization. Pro- 
duction now running at rate of 80,000,000 
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per annum and earnings this year should be 
between $6 and $7 per share. 


North Butte.—Recent decline in stock 
thought to be due to continued decline in 
copper contents of ore treated. This has 
resulted in a rise in cost and for first quar- 
ter of 1916 costs were not far from 12c. 
per lb. A year ago recovery of copper per 
ton was 62 lbs. or quarter ended March, 
1916, this had declined to 45 Ibs. 

Old Dominion.—Declared quarterly divi- 
dend of $3 per share, as compared with $2.50 
three mos. ago. Pres. Smith says: “During 
the prevalence of high prices for copper, the 
policy of this co. will be, after making liberal 
appropriations for development and im- 
provement of the mines and plants in order 
to maintain the highest possible efficiency, 
to distribute the remainder of the earnings in 
dividends to the stockholders.” 

Phelps Dodge.—Declared regular dividend 
of $2.50 and $3.50 extra, both payable June 
30 to stock of record June 19. 

Pittsburgh Coal.—Assents to the plan of 
readjustment have been received from over 
90% of the preferred and 85% of the com- 
mon stock, and the plan has been declared 
operative. 

Ray Consolidated.— Declared quarterly 
dividend of 50c. This makes total of $4.12% 
per share disbursed by co. since organization. 
In 1915 co. earned $3.02 per share and this 
year should earn between $6.50 and $7. 

Shannon Copper.—Net earnings in May 
were $100,000, as against $90,000 in April 
and $65,000 in March. May output was 
1,074,000 Ibs. Earnings are running at rate 
of $4 per share per annum. Working cap- 
ital of co. is wal over $500,000. 

Shattuck-Arizona.— May production was 
1,383,960 Ibs., an increase of 17,133 Ibs. over 
previous month. 


St. Mary’s Mineral Land.—Declared a divi- 
dend of $2.00 per share, payable June 28, 
the same as last month. This makes a total 
of $9 declared in dividends in 1916. 


Tamarack.—Calumet & Hecla announces 
it will not extend beyond August 1 the pro- 
posal to purchase the minority holdings of 
this company. Calumet & Hecla have 
offered to purchase the stock at $59 per 
share. G. H. Hyams, a stockholder, has 
brought suit to restrain the sale on the 
ground that the price is too low. 


Tonopah Extension.—For year ended 
March 31 surplus after dividends was $171,- 
925. There were mined during the year 
91,981 tons of ore, from which 2,293,468 
ounces of silver and 22,136,000 ounces of 
gold were extracted. Average price received 
for silver was 52.5c. per ounce. 


U. S. Smelting.—For quarter ending June 
30, 1916, company expected to earn $10 per 
share on common stock after allowance is 
made for depreciation and _ exploration 
charges. Working capital of company is 
estimated at close to $16,000,000. 


United Verde Extension.—Estimated that 
property has a liquidating value of $25 per 
share with copper at 15c. per tb. Stock 
expected to go on dividend basis shortly. 


Utah Copper.—Declared quarterly divi- 
dend of $1.50 and $1.50 extra as against 
$1.50 and $1.00 extra three months ago. 
Earnings for 1916 based on 26c. copper 
would be in neighborhood of $23 a share. 
Directors have appropriated $2,500,000 for 
enlargement of company’s milling capacity. 
May production was 15,904,000 tbs. 


Yukon-Alaska Trust.—Declared _ initial 
quarterly dividend of $1 a share payable 
June 30 to stock of record June 8. 
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Goldfield Consolidated 

W. B. R., Kenosha, Wis.—Goldfield Con- 
solidated net profits per month are running 
between $50,000 and $60,000. This is some- 
what under normal earnings of the prop- 
erty. It is said that this is due to the 
system now in operation of cleaning up all 
the free milline ore that will yield even the 
smallest profit, in order to place the mine 
in shape for the extraction on a large scale 
of the deep-level, copper-bearing ores that 
will be treated in the future by the flotation 
process. The future market course of this 
stock will probably depend on how devel- 
opment work turns out. The property still 
has considerable possibilities and at present 
prices we regard the stock as a fairly attrac- 
tive mining speculation. There is $35,591,- 
480 stock outstanding, par value $10.00, 


Butte Copper & Zinc 


W. S. R., Brooklyn, N. Y.—Butte Copper & 
Zinc (634) has uncovered high-grade zinc ore 
and copper, estimated at 1,000,000 tons. A 
favorable contract made with the Anaconda 
Company for the development and treating of 
this ore should be of great benefit to the com- 
pany. It has $2,500,000 stock, par $5. The 
stock is non-assessable. No dividends have 
been paid as yet. The company owns its prop- 
erty in fee simple under perfect title and has 
no debts. The Anaconda Company owns 
188,000 shares. It is a little too early to make 
an estimate as to what the mine’s daily output 
will be, as it has just started production. 
While the war lasts this company will be a 
large earner, but after the war zinc is likely 
to get back to its former level of 5c a pound, 
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Tuolumne 

B. S., Brooklyn, N. Y.—Tuolumme at pres- 
ent prices of % appears to have fair possibil- 
ities of going somewhat higher. The equip- 
merit of the mine, it is estimated, is alone equal 
to 20c a share, and there is a $100,000 develop- 
ment fund available, equal to 12% cents a 
share. On May 8, it was announced that this 
company would take over and develop the 
property of the Butte Maine Range of 38 acres 
in the eastern part of the Butte district. There 
is said to bean ore showing of about 2% feet 
in width in this property. On May 10, the 
capital stock of this company was increased 
from 800,000 shares, par value $1.00, to 2,500,- 
000 shares of the same par value. Directors 
were authorized to purchase new properties 
and to sell the Tuolumne mine or to exchange 
property or stock for stock of other corpo- 
tations. It is our opinion that the stock of 
Tuolumne has some possibilities and we do 
not suggest selling it at present prices of ¥. 
We believe it has fairly good prospects of go- 
ing to $1.00. 


Butte & Superior 
S. W. R.,, N. Y. City—Butte & Superior’s 
earnings are running at the rate of about $40 
per share per annum. This company is in 
very strong financial condition. Its present 
earnings are, of course, more or less tempor- 
ary depending as they do on the high prices 
for zinc now prevailing. Zinc is showing a 
downward tendency and we believe it will 
gradually work back to the prices it command- 
ed before the war, between 5c and 6c. Of 
course, when that happens, Butte & Superior’s 
earnings will be very greatly reduced. We, 
therefore, are not inclined to favor the stock 

at present levels of around 91%. 


Mojave Tungsten 

Cc. C. D., N. Y. City—Mojave Tungsten 
has reliable people behind it and it appears 
to be a thoroughly legitimate enterprise in 
every way. Of course, the profits the com- 
pany will be able to make will depend 
largely on how long the war lasts, because 
the high prices of tungsten is a direct re- 
sult of the war. The company has $1,000,- 
000 capital stock, par value $2.00. It is 
incorporated under the laws of Delaware. 
The directors are: Pierre DeP. Ricketts, 
Managing Directors; Wm. A. Kerr (Vice- 
President Balaklala Consol. Copper Co. 
and First National Copper Co.), Vice-Pres- 
ident; Wm. W. Cohen (Member of New 
York Stock Exchange); John J. Cone 
(Robt. W. Hunt & Co., Engineers); Geo. 
B. Read (Sec. Eagle Fire Company of 
N. Y.); John T. Smith (Pres. Argonaut 
Consolidated Mining Co.); R. M. Whitman 
(Director Hazard Cotton Co.); Secretary, 
George B. Read; Treasurer, James T. An- 
yon (Barrow, Wade, Guthrie & Co.); Supt. 
Engineer, Foster S. ne, (For Rick- 
etts & Co., Inc.); Assist. Supt, L. L. 
Draper, 


Joplin Ore & Spelter 

R. M., Melrose, Mass.—I have received cir- 
culars advising the purchase of Joplin Ore & 
Spelter Corp. stock at $5.00 per share (par). 
Anticipated earnings are estimated at $600,000 
per annum equal to 30% on the entire capital 
at par. I would appreciate any information 
you can give me concerning this stock, and 
whether or not you would recommend it as 
an investment. 


Answer 


The offer to which you refer is part of 50,- 
000 shares at par ($5.00) out of a total issue 
of 400,000 shares; i. e., % of the whole capital 
stock. If these 50,000 shares are sold at $5.00, 
the net proceeds realized by the company will 
amount to $250,000, less such fees or commis- 
sions as may be paid to the bankers or pro- 
moters. 

The company expects to have operating by 
the end of May, 1,792 retorts with an estimated 
capacity of slightly over 7,000 tons of spelter 
per annum. What other property the com- 
pany will own besides these 1,792 retorts plus, 
no doubt, the necessary accompaniment of 
roasters, boilers, engines and other requisite 
machinery and the necessary land and build- 
ings, is not stated, consequently no accurate 
estimate of the investment therein is possible 
without other knowledge, but from the best ob- 
tainable information we have no doubt that a 
plant of equal capacity, fully equipped, could 
be erected for about $100,000 and fully financed 
for another $100,000, but to be conservative we 
will add 25% to these estimates and allow a 
possible total investment of $250,000. In other 
words, the promoters of this enterprise pro- 
pose to get their money back and still retain 
a % ownership of the company. 

It is claimed in some quarters that the 
present extraordinary profits are likely to con- 
tinue indefinitely owing to the anticipated large 
demand for all metals after the war, but it is 
needless to say our inquirer should bear in 
nind what a business can do under normal 
conditions rather than what has been ac- 
complished in a short period of abnormal 
conditions when making investments of 
money for a long period. 

Also as to this specific industry, attention 
should be called to the fact that the Joplin Ore 
& Spelter Corp. is only one of a very large 
number of new smelting enterprises recently 
started or about to start. In 1914, the output 
of spelter in the United States was 350,000 
tons ; in 1915 it was 500,000 tons and this year 
it is estimated at at least 700,000 tons—double 
the 1914 output. 

To tell the truth should all of the zinc smelt- 
ers now planned and projected materialize and 
get into operation by the end of this year, we 
will by that time be producing at about the 
rate of 900,000 tons per annum. The question 
is, will there be a demand after the war for so 
much spelter? And if not, and it becomes a 
question of the survival of the fittest among 
the zinc smelters will this particular smelter be 
able, to survive and earn even 5% on its stock. 











TOPICS FOR TRADERS 








Talks by 


an Old Trader 


Talk No. 4. The Two Fundamental Ways of Operating. 





By “B” 





IHERE are two ways of regarding 
price-changes for the purposes of 
active speculation. When prices 

remain around one level for a time, sim- 
ply moving up and down within more or 
less definite and rather circumscribed 
limits, such moves are termed “fluctu- 
ations,” and the vertical space they cover 
constitutes a “trading-area.” When they 
progressively advance or decline to new 
price-levels (at which fresh trading areas 
are usually formed), such a move is a 
“swing.” 
Basic Varieties of Trading 
The two basic varieties of trading 


method differ according as the fluctuation 
or the swing is used as the profit-making 
raw material. 

He who expects to operate with the 
idea of obtaining a substantial (though 
relatively infrequent) profit from the 
broader price-movements, regards the 


swing as his objective. I am accus- 
tomed to restrict the term “speculation” 
to this class of operation when I am 
speaking in a technical sense. 

A “speculator” will disregard fluctua- 
tions as a rule, and so long as the price 
remains within the limits of a trading- 
area, no change of a sort which he re- 
gards as significant is held to have oc- 
curred. He will not get out during the 
continuance of the initial trading-area 
unless he loses his stock during a “shake- 
out.” This is, of course, of the nature 
of an accident, and will happen once in 
a while. 

The “trader” is one who endeavors to 
turn fluctuations to account as his regu- 
lar business, but he has, of course, also 
an interest in the swings. He is quite 
willing to find himself aboard when a 
substantial move occurs! In fact, he 
hopes he will be, and expects to be— 
sometimes. But his primary interest in 
a swing is of a different nature. His 


constant aim is to forecast: the direction 
of a coming swing, with only indirect in- 
terest in its extent. From the moment 
he has formed an opinion as to its direc- 
tion he will, if he be wise, only operate 
on that side. He will buy on reactions 
and take profits on rallies, for example, 
if he anticipates an upswing, but he will 
not sell short. 

I digress to point out that in the dis- 
regard of this last point we have a fruit- 
ful cause of unsatisfactory results. A 
trader sells his long stock, for example, 
because he expects a reaction, and he may 
feel inclined to yield to the temptation to 
go short as well, with the idea of “catch- 
ing the market coming and going.” It 
is he that is caught under those circum- 
stances, more often than not. 

These two ways of looking at price- 
changes naturally result in causing the 
activities of the speculator and the trader 
to alternate. The speculator, after a 
swing is over, is in the position of wait- 
ing till he judges that a new swing is 
about to start. Theoretically, he is sup- 
posed to remain out of the market during 
the preparatory “trading” period. The 
“trader,” on the contrary, has his time 
of maximum activity during the continu- 
ance of the fluctuations which constitute 
that period, and his starting point is the 
termination of the preceding swing. As 
soon as a new swing starts he is sup- 
posed to sit tight on anything that he 
may be lucky enough to have open. 


The Ideal Operator 

The ideal operator, consequently, 
would trade for turns during each trad- 
ing-area and become a “speculator” at 
each swing. Needless to say, however, 
a wide discrepancy exists between the 
ideal and the real, in this as in most 
things. The successful in-and-out trader 
is not likely to possess a mental makeup 
that is well suited to broad-gauge opera- 
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tions, and vice versa. Moreover, the 
stocks most desirable for trading are by 
no means always identical with those that 
are the best for the other kind of work. 

It would, I am sure, greatly improve 
the results attained by many if they 
would decide at the outset whether to 
“trade” or “speculate,” at all events to 
the extent of making one or other their 
main concern, and adjusting their ar- 
rangements accordingly. 

The majority of those speculators who 
devote their energies to a serious at- 
tempt to make money out of the market, 
occupy an intermediate position, and 
mostly illustrate the results supposed to 
follow the attempt to ride two horses at 
once. They will frequent their brokers 
offices pretty regularly, and will speak 
of themselves as “traders.” Which last 
is true to the extent that they buy and 
sell with a frequency quite out of keep- 
ing with broad-gauge operations. But 
that is the extent of the resemblance in 
most cases. Their eyes are fixed on 


that ten-point move which is coming 


some day, and they won't look at a two- 
point profit that has really arrived. 

Yet, the little one or two-point profit 
(when they can be induced, once in a 
while, to take it) is about all that they 
get as a rule. Even if that ten-point 
move arrives as per schedule, by that 
time they will have sixteen first-class rea- 
sons why it is going to run on to fifteen 
points. So they sit tight during a re- 
action and call it “healthy.” If the re- 
action lasts a little longer it loses its 
health, and the market now looks “sick.” 
After the price has reacted to the neigh- 
borhood of the original commitment a 
very little thing will scare them out, very 
likely just about when things are at their 
worst. 

This is why so much better results are 
attained by the successful “trader” who 
aims at, and is contented with “little and 
often,” as compared with the man who 
will persist in submitting himself to in- 
and-out surroundings and _ influences 
while attempting to conduct broad-gauge 
operations. The real trader must come 
to the office regularly, rain or shine, with 
a measurably open mind, prepared to ob- 
serve the action of the market, deduce a 


strictly local and temporary opinion as 
to the immediate outlook and try to get 
a turn out of it when conditions appear 
to warrant. 


Plan Away from the Office 


The speculator should do his planning 
away from the ticker and has no real 
need of coming to his broker’s office at 
all, as far as forming his opinion as to 
the outlook is concerned. At certain 
times there may be some advantage in 
watching the market, as will be discussed 
in a later talk. Broadly speaking, how- 
ever, he can conduct his operations over 
the wire just as well—and probably bet- 
ter, most of the time. 

There will probably always be a ma- 
jority of seriously-intentioned operators 
who for one reason or another never be- 
come either traders or speculators pure 
and simple, but operate along mixed 
lines, sometimes trading for turns, some- 
times holding on “fora pull.” This class 
could do a good deal better than is usually 
the case if only they would train them- 
selves to be methodical. A good deal of 
what I shall have to say will really be 
aimed at this class—to which I myself 
belong, to a greater extent than I ought. 
I am an in-and-out trader, but I do, from 
time to time, carry something “for a 
pull.” My records show me that I would 
probably do as well or better if I con- 
fined my energies to strictly trading 
operations. 

I was talking with the senior partner 
of a large house one busy day last fall. 
The customers’ room was crowded, tick- 
ers racing at top speed, the board boys 
on the jump. We were sitting in his 
private room and could see, through the 
open door, the crowd outside, enveloped 
in a cloud of tobacco smoke and—hot 
air! 

I am always on a still hunt for real 
facts whenever they offer, so I raised 
the point as to the doings of the regular 
customers of the firm and the results at- 
tained. Both of us appreciate the dis- 
tinction between the man who makes a 
business of speculation and—the other 
kind. And the first question was how 
many speculators of reasonably long 
standing could be fairly said to fall with- 











428 


; THE MAGAZINE OF WALL STREET 





in the scope of the “business” class. 

Between us we made out a list of 
forty-two such operators. 

“Now,” said I, “what I would like to 
know is, how those men actually trade, 
and what results are obtained by each of 
them.” 

I knew some of them myself, more or 
less intimately, and had a pretty accurate 
idea of their doings and their real 
results. I am on rather intimate terms 
with the firm in question, so my old 
friend was willing to have his accounts 
analyzed for me, and did so—as soon as 
his office force has ceased to be obliged 
to work nights! 

The analysis worked out as follows: 


1. Operators. 


Class I. Traders (who rarely specu- 
late) 9 
Class II. Speculator-traders (who 


seem to take the thing seriously, 
but who do not appear to trade 
along a definite line)............ 23 


Class III. Speculators (who rarely 


42 
2. Results Obtained. 


The dollars and cents results cannot, 
of course, be tabulated with any very 
rigid accuracy in the absence of exact 
knowledge of the complete circumstances 
of each operator. But, putting two and 
two together, my friend and I are agreed 
that the following is a reasonably trust- 
worthy statement of the facts of the case: 

Class I. Traders. 

Making a handsome income... . 

Making a good income 

Making some money on balance. 

Losing money on balance 

Steady losers 


Class II. Speculator-traders. 

Making good money 

Making some money 

Coming out about even (includes 
three “youngsters” ) 

Losing some money (includes 
two “youngsters” ) 

Losing much money 


Class III. Speculators. 

Has made a large amount 
Doing well 

Making good interest on capital. 
Have lost money on balance... . 
Have lost a lot of money 


Several things are to be noticed in 
connection with this analysis. To begin 
with, it only takes account of the doings 
of a small part of the clients of the 
house, plus a few speculators whom | 
know about personally. We are not 
concerned with the occasional dabbler, 
the beginner, nor the gambler. Nor 
does it take account of any “speculative 
investors,” some of whom are good 
money-getters. All these are outside 
the scope of these talks. 

It will be noted that fourteen (exactly 
one-third of the total) are classed as not 
making money. Only seven of these, 
however, are really serious losers, and it 
is fair to say that one man (in Class II) 
described as losing much money, prob- 
ably ought not to be included in the list 
at all for special reasons. 

Twelve are doing really well, and 
there are distinct possibilities of improve- 
ment for some of the sixteen who occupy 
the middle ground between success and 
non-success. 

Thus we see that, on the whole, the 
outlook for those who really take the 
thing seriously is by no means bad. 

Financially, the results are decidedly 
better in Classes I and III than they are 
in Class II. In the latter class only four 
men are, as yet, really making good. 
The eight who are making “some” money 
are not averaging nearly as good a per- 
centage on capital as are those occupying 
correspondence places in the other 
classes. It may be expected, however, 
that as time passes several of these will 
become more specialized in their work 
and gravitate into one or other of the 
other classes. 

The five successful men of Class I are 
making at least twice the percentage on 
capital that the successful men of Class 
III are able to get. This is excluding 
the one speculator at the head of Class 
Il. (To be continued) 
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THE POSITION OF THE RAILS 


Editor, THe MaGAzINE oF WALL 

STREET: 

TUDY of this graphic made by the 
one-point and larger movements of 
ten selected railroad stocks since 

the reopening of the stock market, De- 
cember 12, 1914, down to the close on 
June 9, 1916, is both interesting and in- 
structive to anyone interested in the 
market, be his interest ever so little. To 
obtain the proper perspective one must 
keep in mind the relation the work here 
pictured bears to that which has gone be- 
fore. Up in the extreme left hand corner 
is an arrow which locates the record high 
point attained by these averages, the 
record price of 139.37 being made dur- 
ing the month of January, 1909, six 
years previous to the time of finding the 
lowest level indicated on the graphic, 
made December 24, 1914. The major 
trend of the market for rails, and indus- 
trials also, during that long period was 
downward. There were, of course, 
many large rallies interrupting the true 
swing from time to time, but the bearish 
cycle was not completed until the point 
referred to above was finally reached. 
The enormous shrinkage in market 
values such a decline means, may be 
grasped when we realize that the fifty- 
two points loss in the average of ten 
stocks extended to nearer two hundred 
points in certain individual stocks. 
Values faded gradually, in response to 
the ever working law of action and re- 
action. Prosperity sent prices up; ad- 
versity sent them down again. It is 
always thus. 

As we delve deeply into study of price 
movement we learn to look for causes. 
To find cause we look for preparation. 
Nothing ever happens until first planned 
and prepared for. The unexpected gust 
of wind that takes one’s hat flying down 
a dirty street was prepared by certain 
atmospheric combinations meeting away 


(429) 


down in Texas, perhaps. All one thinks 
of in that case is that his hat is gone; 
one is not much concerned with the 
origin of the unkindly wind. But we are 
concerned with preparation for price 
changes, and we must train ourselves to 
recognize preparation when we see it. 
Bear market in rails came because huge 
selling in them around tops of the 1903 
to 1906 and 1909 bull markets by strong 
holders placed these issues in the hands 
of holders less able to carry them through 
depressions, and when fundamental 
changes began to take effect on general 
business (as the wiser and better in- 
formed sellers foresaw that they would) 
the weaker holders began to sell out on 
each other. The long decline followed, 
requiring six years to complete all its 
phases. 

The first real bottom to be reached in 
the decline came on the 30th of July, 
1914, the last day the market remained 
open after it became certain that nearly 
all nations of Europe were to become 
involved at war. That bottom was 
slightly higher than that of December 24. 
The bulge on which re-opening of the 
exchange was made measured the ex- 
tent of the rally from that first bottom. 
Since that first bottom there have been 
three others, all around the same level, 
together making about the most formid- 
able bed of support against further bear- 
ish pressure to be found in the entire 
past history of securities price move- 
ment. Around the level indicated, and 
the several price slants approaching it, 
were the places selected by very strong 
and very well informed interests to ac- 
cumulate the stocks sold in many in- 
stances years before, and at prices, as we 
can readily see, many points above where 
later accumulated. This period, during 
which large interests and wise investors 
picked up their lines of stocks, extended 
well over a year. Much accumulation 
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was accomplished from June, 1913, to 
the closing of the market the July fol- 
lowing, by both classes mentioned, who, 
while not certain that final bottom had 
been reached, still realized that prices 
were then down far enough to warrant 
buying for the “long pull,” especially 
when they saw that dividend yields on 
many standard issues had reached most 
attractive percentages. It was the buy- 
ing of the character described which de- 
termined the price action shown in the 
picture at the left bottom of the page, 
and in it is to be found the preparation 


well under headway, and by going easily 
through the resistance point established 
by the top of November 4, 1915, showed 
quite convincingly that it was to go much 
further before final heading. The re- 
action from high of May 23 has proven 
a negative factor, very little stock com- 
ing out on it, therefore it could not go 
far, and after establishing a remarkably 
solid supporting bed within four points 
of the new top, it is at the present writing 
(June 9) headed resolutely up again. 
How far the present swing may extend 
I can but estimate crudely. The place 
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for the price advance that has followed. 

What has this preparation yielded so 
far? One goodly rise from the last of 
the primary bottoms made on July 9, 
1915. Twenty-one points, and only 
nineteen weeks required in which to 
make it! A full year of preparation (at 
least that time was used) surely demands 
further fulfilment. After the first real 
bull swing the usual distribution came. 
It was completed by the end of January, 
1916, and the period from then until the 
end of April was one of secondary prep- 
aration for another bull swing towards 
the grand record high in 1909. By the 
early portion of May the new swing was 


“ce ” 


marked with an “x” is located about 
half-way between extreme top and bot- 
tom. It is but natural that some reaction 
would come from around there. Yet I 
have little expectancy of that being final 
top. Once pushing through that half- 
way point, we may then expect going 
considerably higher by the coming fall, 
with final top somewhere between the old 
scale figures 120 to 130. Around there 
we must be on the lookout for prepara- 
tion for an important reaction, although 
even then we must not forget that we 
are in the major bullish cycle, and are 
due to continue in that for several years 
to come. Tuomas L. SexsMITH. 











Technical and Miscellaneous Inquiries 





Time for High Grade Securities 

A. F. B., Chicago, Ill—lIt is our opinion that 
at the present time only the highest grade se- 
curities should be purchased for investment 
purposes. The stock market, in our opinion, is 
in a distributive period and in the not very 
distant future we expect to see the prices of 
many stocks very much lower than they are at 
present. The best policy, in our opinion, is to 
put your money where you can conveniently 
get hold of it when stocks are selling cheap. 
We do not regard them as cheap now. We 
look for a period of liquidation in the market 
which will bring stocks down to levels where 
they will be most attractive, and you should 
then be in a position to take advantage of this 
opportunity. We suggest, therefore, banking 
your money or putting it into some high grade 
railroad or municipal bonds, such as New York 
City 4%s and Pennsylvania 4%s, Northern 
Pacific 4s or New York Central 4's. 


Endorsed Certificates 


Q.—Certain stock certificates issued in my 
name I have endorsed in favor of another 
party and delivered to him. That party, or 
his executors, can at any time in the future, 
dispose of the stocks same as if they were 
issued to him, can he not?—S. B. D., Okla- 
homa, Okla. 

Ans.—If you have properly endorsed your 
certificate in favor of someone else and had 
your signature witnessed, this other person 
can dispose of the stock at any time, as though 
it were issued to him. 


Books on Speculation 


Q.—Please suggest some good books dealing 
with speculation. I own some Utah and St. 
Paul, do you think I should hold or sell?— 
B. J. K., Milwaukee, Wis. 

Ans.—We suggest the following books on 
speculation. We favor them in the order 
named : 

The Business of Trading in Stocks, price 
2.06 postpaid; Fourteen Methods of Operat- 
ing in the Stock Market, price $1.00 postpaid; 
Investing for Profit, by G. C. Selden, price 
$1.06 postpaid. 

It is our opinion that the stock market is 
now in a distributive period and we are now 
suggesting the closing out of speculative com- 
mitments. At the moment, there is no im- 
mediate, pressing necessity of selling, but ad- 
vantage should be taken of all rallies to get 
out of stocks. We suggest, therefore, that on 
the next upward move in Utah, Steel or St. 
Paul, you should sell out, or at least protect 
your profit, as soon as you have one, with a 
stop loss order. 


Cotton 


_Q.—Please tell me if you think it is a good 

time to enter the cotton market on the long 

side—C, K. H., Rockville, Conn. 
Ans.—Cotton is now selling higher for this 


time of the year than it has in the past forty 
years. The future price of cotton is now 
largely dependent on peace news. It is a time 
to trade rather carefully and not overload. 
Our suggestion at the moment would be to 
wait for a reaction before purchasing. 


Profits on Puts and Calls 


Q.—Can you suggest one or more stocks that 
might make a profitable investment in a Put 
or Call? What profit do you think should be 
taken on a Put or Call before closing the 
deal?—W. E. G., Des Moines, Iowa. 

Ans.—We believe the trend of the market 
to be downward, and that the purchase of a 
“put” is likely to be more profitable than a 
“call.” A sixty day “put” on some of the 
war stocks might prove profitable, provided 
you could get such a “put” on fairly good 
terms. Should the war end sooner than ex- 
pected, there are several war stocks that should 
have a substantial decline, such as, American 
Locomotive, Baldwin Locomotive, Butte & 
Superior, American Zinc, etc. It is impossible 
to give you a definite answer as to what profit 
should be taken on a “put” ar “call” before 
closing the deal. Each case should be handled 
separately and there is no general rule that 
can be followed in a matter of this kind. 


Safe Margins 


Q.—In reading your magazine I have no- 
ticed that the advice, to speculators is to 
never over speculate. This has brought up 
the question: What per cent in cash should 
a person have of the present value of stocks 
7 be perfectly safe?—B. L. D., So. Chicago, 

s. 


Ans.—The percentage of cash which 
should be put up when trading in a stock 
on margin largely depends on how you in- 
tend to trade and also on the stock. If you 
intend to make quick trades and put in stop 
loss orders, it is not necessary to put up as 
much cash as if you were to purchase a 
stock on margin for a long pull, to be held 
even though it should break badly. For 
quick turns in the market protected with 
stop loss orders, we suggest twenty points 
margin. For long pull operations, we are 
of the opinion that it is best to put up 50% 
in cash. When you have as much margin 
up as this, there is no danger of your being 
wiped out when there is a break. 


July Oats Option 
Q.—Last February I bought 5,000 bushels 


of July oats at 45c a bushel. I would be 
willing to close them out at cost but in case 
I cannot, after June 1 do you think I should 
close out and go into the Sept. option before 
it goes up or buy my July oats and pay storage 
through July?—B. W. S., New stle, Pa. 

Ans.—It will not pay you to purchase your 
July oats outright and pay storage. If you 
wish to stay long of oats, you should close 
out your July option and purchase the Septem- 
ber option. 
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MARKET STATISTICS 
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Trading in Wheat 


Orders to Your Broker—Trading Hours and Trading 
Terms—Where Safety Lies 





By ARTHUR PRILL 





Article 6 





HE correspondence system of a first 
class commission house fills your 
exact need whether you live in a 

suburb of Chicago or at Los Angeles. 
Each letter directly answers your per- 
sonal needs while inquiries of a gen- 
eral nature are met by printed mat- 
ter usually enclosed in the same en- 
velope. 

At no time does a good financial 
adviser (if of the very highest type) 
try to save you from Thinking. While 
he gives directions for trading in every 


can forecast the coming trend, and 
trade with complete satisfaction. 
Most of the larger brokerage firms 
issue Daily Letters on the market 
and crop situation, supplemented by 
a Weekly Review of important de- 
velopments. This service is usually 
supplemented by pamphlets or book- 
lets of statistics either original with 
the house or turned out by some in- 
dependent compiler who, for a consid- 
eration, prints the name of each 
broker on the cover of copies taken 


Corner of a Broker’s Telegraph Room. When Business Is Brisk Such a Wire Crew Handles 
More Than 3,000 Messages a Day 


crisis he explains Why and expects 
you to study that Why. Questions 
on subsequent results are welcomed 
for these show that the trader is look- 
ing for the right road to WHEAT 
SUCCESS. 

There is only one road—that of 
Work, until every cause of past price 
movements is understood; then you 


by the latter. The broker distributes 
these free of charge, on request. The 
“Red Book” by Howard, Bartels & 
Co., is such a compilation of grain and 
provision trade statistics, deserving 
careful study. The “Investor’s Pock- 
et Manual,” published by The Fin- 
ancial Press gives a comprehensive 
view of Stock and Bond history with 
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some figures on the Grain and Cotton 
business. 
Suit Your Needs 

It is well to trade through that 
house whose information best suits 
your needs. The average market let- 
ter is a mere rehash of such news as 
has appeared during the day on the 
tickers or has been gossiped about the 
writer’s board room. You will easily 
note the different tone if you read one 
of the few grain-market letters whose 
writer has brought brains to bear on 
the subject. Even if the latter type 


fice and thence redistributed to all 
other branches. Such a service is of 
value to traders inasmuch as it keeps 
them in immediate touch with devel- 
opments throughout the grain belt— 
assuming that the house is one of 
those possessing widespread connec- 
tions. The grain trader at a distance 
from Chicago, if within telephonic 
reach of any branch office maintained 
by such a firm also has the advantage 
of immediate transmission of orders 
and of reports on their execution to 
and from the Pit. 








_ 


Customer’s Inquiry and Wide-awake Broker’s Answer (next page) 





Gentlemen: - 





Blank & Co., Chicago, I11l. 


I thank you for the corn trade you 
made for my account today. I will wire you 
Wednesday when I hear from you about the Govern_ 
ment Report, which I would thank you to wire me 
promptly. Please inform me at the same time 
whether or not you would suggest purchases or 
sales of wheat and corn. 


Yours truly, 
M & M Mill Co. 


Tenn. 
Dec. 13, 1915. 








At the date of this correspondence both wheat and corn had just completed a notable rise; 


wheat had slightly reacted. 


This is an experienced trader and the broker merely pointed out to him the salient facts of 
the situation but allowed him to do his own thinking. 








is at first hard to understand, it will 
pay any novice to study it, because 
what he doesn’t know is just what he 
should know. 

A Private Wire House is one which 
has the use of an individual wire serv- 
ice to different sections of the country 
where its branch offices or corre- 
spondents handle local business and 
gather trade information. The latter 
is immediately wired to the main of- 


Correct Information 


When the thing happens—not after 
it’s over, is a requisite of successful 
wheat investment. 

Mere changes of public sentiment 
should never be allowed to sway your 
commitments except when that sentiment 
promises such development of strength as 
to overpower temporarily the trend war- 
ranted by Facts. In the long run Condi- 
tions—not headlines—govern prices. 
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Some speculator may discover three 
green bugs in Texas and think he sees 
a green plague spreading from our 
southern states to Manitoba: his vision 
gets into the newspapers. 

In such a case, reason on the facts 
as Shown by a reliable grain news 
service and your original position will 


Having decided that the market is 
a “buy” or a “sale,” write, wire, phone 
or tell your order immediately to your 
broker. Hesitation implies a lapse of 
time during which conditions may 
change: then your previously formed 
judgment becomes worthless. 


In the ideal “Customer’s Room” 





M &M Mill Co., 
Tenn. 


Gentlemen: - 
than expected. 


further advance. 


you seem to be bullish. 


for some conservatisn. 


make it 10,000. 


I have seen some specimens of Iowa 
corn that are quite surprising-very much better 


You can either buy this May.cornonalc. scale 
down, or take the selling side if there is a 


For instance, if you can get short some May corn 


at 73c. and some at 74}, 
im line for a good profit. 


Your attitude in corn has changed of late—and 


breaks, but when it comes to buying May corn way 
up in the seventies I think the situation calls 


The same in wheat—The thing to do in wheat is 

to sell, 5,000 on a 4c. scale up or buy 5,000 on 
a 3 to 4c. scale down—a 10c. change with a 10c. 
reaction would result very profitably. 
want to make this 10,000 lots—by all means 


Yours Truly 
BLANK & CO. 


Dec. 13, 1915. 


I believe you wiil be 


I too am bullish on 


~ 


If you 











eventually prove correct. Situations 
of this kind are not infrequent, and 
accentuate the necessity of selecting 
your broker with the greatest care; 
his personal friendship is of little value 
if not backed by adequate organiza- 
tion. 


whether at a main or branch office, its 
manager is always ready to meet you, 
to answer your questions or to take 
your commands. His welcome is sin- 
cere, for his firm’s business is managed 
in a generous spirit. 

(To be continued) 





Is the Wheat Carry-Over Too Large? 





By P. S. KRECKER 





RATHER extraordinary situation 
A exists in the wheat market. In 

war times, with a less than aver- 
age crop promised, the market drags. 
The price of wheat is well below the 
average of last year and there is little 
disposition to buy for speculation. 
Plainly there is something out of joint, 
and it is not difficult to ascertain what 
it is. The trade is obsessed with the idea 
that the large carry-over this summer 
will offset the loss in the new crop. It 
may be that the market should reflect 
this idea just now, whether the theory is 
correct or not, for it is governed by 
other factors besides statistics. What 
we are interested to ascertain is whether 
the theory of superabundant supplies the 
coming season is a sound one. To ar- 
rive at a conclusion an analysis of the 


situation is necessary and comparison. 


must be made with conditions in the past. 


It is requisite that several- points be 


established. Among these are, quite 
obviously, what this year’s carry-over is, 
how it compares with those of other sea- 
sons; what the crop probably will be, 
how it compares with previous crops; 
Europe’s requirements in war times, do- 
mestic requirements for seed and food. 
The probable world’s supplies must be 
taken into consideration. The follow- 
ing compilation of statistics has been 
made with a view to shedding light on 
the situation: 
Bushels Yearly 

Average U. S. Exports in 10 years.. 150,000,000 
Average U. S. Exports during Euro- 

pean War 
Average U. S. Crop in 10 years 
Average Carry-over in 10 years 
Indicated U. S. Crop this year 
Indicated U. S. Carry-over this year 175,000,000 

Using the foregoing statistics as a 
foundation we note several pertinent 
points. Taking the subject of carry-over 
first, it is known that the amount of 
wheat which will be on hand in this 
country’ at the end of the crop year will 
be far above the average. Estimates 
vary. Some authorities place the carry- 
over at 150,000,000 bushels. Others 
maintain that it will be more than 


200,000,000 bushels. One estimate pub- 
lished as this is written makes it 211,- 
000,000 bushels. Perhaps 175,000,000 
bushels would be a conservative figure. 
That would be more than twice the aver- 
age of the last decade. Starting with 
supplies of 175,000,000 bushels, from 
this year’s huge crop, there must be 
added the new crop. This is as yet 
problematical. The government’s last 
report made a forecast which was based 
on the condition of winter and spring 
wheat as of June 1. This estimated a 
winter wheat crop of 469,000,0 bushels 
and a spring wheat crop of 246,000,000, 
making the combined indicated total 
715,000,000 bushels. This, it should be 
noted, is less than the 10-year average 
crop of the United States by more than 
20,000,000 bushels and it is only promise. 
Fulfillment will depend upon the weather 
which prevails in the wheat belt until 
harvesting is completed and the grain 
safely threshed and stored. Adding the 
carry-over of 175,000,000 bushels to the 
promised crop of 715,000,000 bushels and 
we have indicated total supplies for the 
incoming year of 890,000,000 bushels. 
This compares with the ten-year average, 
as seen by a glance at the compilation 
given at the outset, of 817,000,000 bush- 
els, an apparent surplus above the 10- 
year average of say in round numbers 
70,000,000 bushels. 

Accepting these estimates of supplies 
for the new crop year as approximately 
correct, let us see what requirements are 
going to be. Domestic needs will call for 
about 625,000,000 bushels. To feed the 
mouths of more than 100,000,000 people 
we shall need about 545,000,000 buShels, 
it is estimated. Seeding will call for 
reservations of in the neighborhood of 
80,000,000 more bushels, making the 
total domestic requirements probably as 
stated. Export: needs are difficult to 
figure. The first year of the present war 
the United States exported 330,000,000 
bushels of wheat, either as grain or as 
flour. Exports during the present year 
of enormous world’s crops were smaller, 
as was to be expected, than those of the 
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previous twelve months. They will 
hardly exceed 250,000,000 bushels. As- 
suming that the requirements of our 
wheat by foreign consumers during the 
coming year will equal the average for 
the past two years of 290,000,000 bushels, 
and adding these to domestic needs, and 
we have a grand total indicated require- 
ments during the coming season of 
915,000,000 bushels. 

With probable supplies of 890,000,000 
bushels and indicated requirements of 
915,000,000 bushels, the prospect is for 
a deficiency next summer of 25,000,000 
compared with this year’s carry-over of 
175,000,000 bushels, last year’s surplus 
of 55,000,000 bushels and the 10-year 
average carry-over of 80,000,000 bushels. 
Even assuming that this year’s surplus 
above all requirements will reach the 
maximum estimated of 211,000,000 
bushels, and we shall still have the pitiful! 
carry-over next season of 11,000,000 
bushels. 

Plainly much will hinge on the export 
requirements for the coming year. In a 
previous article the writer showed that 
the promise of world’s crops is smaller 
than it was the previous year. This ap- 
plies, as was pointed out at that time, to 
both the Northern and the Southern 
hemispheres. Nothing has developed in 
the period that has elapsed since that was 
written, to alter this outlook. Broom- 
hall’s latest cables indicate that reserves 
in European countries are large; that 
acreage has been reduced materially in all 
countries from which statistics are ob- 


tainable and that import needs are large. 

It is likely that Europe will buy larger 
supplies of wheat from the United States 
during the ensuing crop year than she 
did in the period now drawing to a close. 
It is a well-known fact that two reasons 
impelled Great Britain and her Allies to 
show Canada the preference over this 
country. The quality of our wheat was 
inferior to Canada’s and the Dominion is 
one of the belligerent countries. Having 
enormous supplies of superior quality, 
Canada naturally secured the preference. 
There is little likelihood that Canada will 
have as much wheat to spare next season 
as during the current year. The wheat 
area of the Dominion is estimated by the 
International Institute of Agriculture as 
14.9 per cent under last year. With this 
situation existing in Canada, there would 
appear justification for the idea that ex- 
port requirements of wheat from the 
United States next year will be at least 
as large as the average of the past two 
years or 290,000,000 bushels. 

For the moment there is no reason to 
expect that what appear to be funda- 
mentally bullish conditions will be re- 
flected in the price movement of wheat. 
Supplies are ample for immediate needs 
and a new crop will be coming on the 
market very soon. However, speculation 
discounts the future and should any ad- 
versity befall the Spring wheat crop now 
in the critical stages of its growth, the 
fact would hardly be ignored by the mar- 
ket, which is perhaps more than ordi- 
narily sensitive at this time of year. 








Consumption of Cotton 





By C. T. REVERE 





OTTON continues to hold steady, 
although the usual summer irregu- 
larity has made its appearance and 

prices move with little or no tendency. It 
is the opinion of the writer that too much 
importance has been attached to the pos- 
sibility of an early ending of the war 
and too little to the present problems 
with which the market has to deal. 

If the sole reason for the maintenance 
of the present price level were to be 


found in the possibility or probability that 
the war would end before the growing 
crop is gathered, it would look as if buy- 
ers would need a pretty long purse to 
protect themselves against the rigors of 
a decline. Certainly there is nothing in 
the military situation or in the utterances 
of the official spokesmen for the belliger- 
ents which points to an early peace. 

It is well, therefore, to examine the 
cotton situation from the standpoint of 
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its intrinsic merit and assuming that war 
will cast its shadow over the market for 
at least two years more. 

In the various analyses of the statis- 
tical position there has been very little 
inclination to consider the size of con- 
sumption. The season now has devel- 
oped to a point where some definite idea 
can be obtained as to the amount that 
will be absorbed by spinners. The 
Census Bureau in its report on supply 
and distribution placed the consumption 
by American mills during May 574,867 
bales. The total for- the season is 5,335,- 
000 bales. In addition to this must be 
included 779,000 bales of linters con- 
sumed during the ten months ending 
with May. This makes a total of 6,115,- 
000 bales. The consumption of cotton 
for the remaining two months should be 
slightly in excess of 1,200,000 bales in- 
cluding linters. This will give a total of 
about 7,400,000 bales of lint cotton and 
linters consumed in the United States 
for the fiscal year of cotton, which ends 
July 31. This includes about 450,000 
bales of foreign cotton to be deducted to 
get the amount of American cotton. 

Exports of cotton have picked up con- 
siderably of late. During the first two 
weeks of June to 233,000 bales, thus 
breaking all records. The total is now 
about 5,350,000 bales and it looks as if 
the season would show exports of at least 
5,700,000 bales. 

Europe’s stock of cotton in the visible 
supply including estimates of cotton at 
German ports, continental centers, Liv- 
erpool and Manchester, is about 1,500,000 
bales less than at this time last year. In 
other words, Europe will have consumed 
the approximate equivalent of her ex- 
ports and at the same time made inroads 
ori visible stocks to the extent of 1,500,- 
000 bales more. This calculation leaves 
out of consideration the probability that 
stocks of spinners owing to the high 
prices of the present season, are much 
lower than they were one year ago. 
These various items of American con- 
sumption of 7,300,000 bales exports of 
5,700,000 and reduction in visible stocks 
in Europe of 1,500,000 points to an indi- 
cated consumption of 14,100,000 bales of 
American cotton while the war has been 
running its disastrous course. 


The crop produced this season was 
approximately 12,000,000 bales, inclusive 
of linters. On the indicated consump- 
tion, therefore, the mills of the world 
during the past year have reduced the 
marketable surplus by approximately 
2,100,000 bales, and in so doing have 
practically wiped out the reserves created 
by the bumper crop of 1914-15. 

Naturally it is impossible to do more 
than hazard a guess at consumption for 
the new season. Assuming, however, 
that the consumption by American mills 
maintains its present level, and there is 
very little reason to expect a slump so 
long as the war continues, there is good 
basis for a calculation of at least 14,000,- 
000 bales provided the cotton is available. 
This forecast is based on the assumption 
that Great Britain, Spain, Italy, neutral 
Europe and Japan will consume about 
the same amount as they are expected to 
consume this season. It leaves out of 
calculation the consumption of the Cen- 
tral Empires which during the season 
now closing must have amounted to 
about 300,000 bales. The Bremen stock 
one year ago was 232,000 bales and it is 
now placed nominally at 1,000. The 
Genoa stock also has lost some cotton 
which is credited to German consump- 
tion. Assuming that the war does not 
end and that Germany cannot import a 
bale of cotton, the consumption for the 
season of 1916-17 could be easily 14,000,- 
000 bales and could not easily be less. 

As matters now stand, therefore, the 
cotton trade will enter the new season 
with the reserves of last year about wiped 
out and will have a normal supply, with 
the future dependent entirely upon the 
amount that will be raised during the 
present growing season. Unless demand 
should greatly increase, a crop of 15,000,- 
000 bales would leave a comfortable, 
although not burdensome surplus, and 
would furnish the basis for some decline. 
On the other hand, if the outlook should 
be for a crop of 13,000,000 bales or less, 
the influence would be very bullish even 
if every indication should point to a 
prolongation of the war. 

It is not the province of this article té 
forecast the size of the cotton crop, and, 
even if it were, it would be fatuous to 
make the attempt before the end of June. 
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Wall Street Jottings 





The Motor Stocks 


A statistical booklet on fifty motor stocks 
has-been issued by Slattery & Co. 40 Ex- 
change Place, New York. In view of the 
interest in these issues, and the fact that very 
little data is available on them in the estab- 
lished manuals, this booklet will be of value 
to investors. It will be sent free upon request 
for booklet 19 M. W. together with a circular 
explaining the twenty payment plan which 
enables one to buy bonds, New York Stock 
Exchange, Curb Market, and active unlisted 
securities witli a small initial deposit followed 
by convenient monthly payments. 


Bonds Favored by Banks 


N. W. Halsey & Company, 49 Wall Street, 
New York, have just issued an excellent 
booket entitled “Bonds Favored by Banks in 
1915,” showing various factors which have in- 
fluenced the recent investments of banks 
throughout the country. A copy of this book- 
et will be mailed to investors upon request 


The Nevada-California Electric Corporation 

The replacement value of the properties 
of the subsidiary companies of The Nevada- 
California Electric Corporation as of Janu- 
ary 1, 1916, was $17,877,530. This compares 
with a total bonded debt outstanding in the 
hands of the public of $9,173,500, including 
the present issue of 6% first lien bonds, 
Series “A,” of The Nevada-California Elec- 
tric Corporation. These 6% first lien bonds 
are now being offered by a syndicate headed 
by Spencer, Trask & Co. and William P. 
Bonbright & Co., of New York, and Sweet, 
Causey, Foster & Co., of Denver. 


Cities Service Common 
A new circular on Cities’ Service Common 
has been issued by Williams, Troth & Cole- 


man, 60 Wall Street, New York, which 
into details with reference to the future bie 


dend policy of the company. It is estimated 
that the stock will return in the next five 
years 14.69% in cash and 86.13 in stock divi- 


dends. 


Lehigh Munitions Company. 


The Lehigh Munitions Company is offer- 
ing a limited amount of 8% Preferred Stock 
at par, $5.00 a share, through William Hall 
Allen, 149 Broadway, New York. This 
oureay has contracts from the Bethlehem 
Stee ompany, Midvale Steel Company, 
Remington Arms Company and others. 

Since the formation of the company the 
net earnings have averaged at the rate of 

per annum on its total capitalization. 
The Preferred stock Participates equally 
with the common after 8% dividends have 
been declared on each class. 


Cities Service Co. 

A special letter on the present position 
and the future prospects of Cities Service 
Company has been issued for distribution 
to investors by William Troth & Coleman, 
60 Wall Street, New York. ‘Kindly mention 
Tue MaGazine or WALL Street when writing. 


Bond Talk 


In the current number of “Bond Talk” pub- 
lished by Messrs. P. W. Brooks & Co., 115 
Broadway, New York, the investor will find a 
fund of valuable information on public util- 
ities. The table of contents in part includes 
“Why the Future of Utility companies is as- 
sured,” “Trading Bonds,” “Public Service 
Commissions,” together with a review of New 
Jersey Gas & Electric Co. and Utah Valley 
Gas & Coke Co. Copies will be sent free on 
request for Bond Talk No. 22. 


Standard Gas & Electric. 

H. M. Byllesby & Co., 115 Broadway, engi- 
neers and managers of public utilities, will soon 
issue an illustrated 64-page book, which will 
describe the extensive utility properties in 
which Standard Gas & Electric Co. owns 
investments. The book will contain ap- 
proximately 150 photographs, and will be 
one of the most complete publications of its 
kind issued by a public utility holding com- 
pany. Copies of this booklet will be sent 
upon request to any reader of THE MAGAZINE 
oF WALL STREET. 


Acceptances 
The American Exchange National Bank has 
issued a valuable booklet on “Acceptances” 
and their importance and means of increasing 
and simplifying domestic and foreign trade. 
Copies may be had upon application and men- 
tion of this magazine. 


Questions and Answers 


The current number of “Questions and 
Answers” published by J. Frank Howell, 52 
Broadway, New York, is replete with valuable 
and instructive data for the investor and trad- 
er in stocks. Among the articles are “Are 
Stock Prices High Now?,” “The Country's © 
Biggest Odd Lot Market,” “Wabash,” “In- © 
dustrial Preferred Stocks as Investments.” 
Copies will be mailed gratis upon mention of 
THe MaGazine oF Watt STREET. 


Odd Lots 


Three most helpful booklets for the small 
investor and trader are issued by John Muir 
& Co., members New York Stock Exchange, 
61 Broadway, New York City. They are en- 
titled, “Odd Lot Investment, “Odd Lot Trad- 
ing” and “Odd Lot Orders.” In writing for 
them just say, “Please send the odd lot book- 
~ mentioned in THe Macazine or WALL 

TREET.” ‘ 
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